| ie 
; 
q ey j 
WINU-A REPORT 1979 | 


CONTENTS 


Financial Highlights 

About Genstar 

Officers 

Directors 

Report of the Directors 

Genstar Operations 

Building Materials 

Housing and Land Development 

Cement 

Construction 

Marine 

Financial Services 

Flintkote/Investments 

Financial Review 

Industrial Categories 

Summary of Significant Accounting Policies 

Consolidated Statements of Income 

Consolidated Balance Sheets 

Consolidated Statements of Changes in 
Financial Position 

Consolidated Statements of Retained Earnings 

Notes to Consolidated Financial Statements 

Auditors’ Report to the Shareholders 

Divisions and Subsidiaries 

Corporate Information 

Form 10-K 

Version Francaise 


Annual Meeting 


The Annual and Special Meeting of shareholders of 
Genstar Limited will be held on Thursday, May 8th, 
1980 at 11:00 a.m. in Suite M-2 of The Royal Bank of 
Canada Building, One Place Ville Marie, Montreal, 


Canada. 


FINANCIAL HIGHLIGHTS 


(For the years ended December 31) 
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1979 1978 Increase 
(Decrease) 
(millions of Canadian dollars) 

Revenues $1,264.6 $1,143.0 11% 

Funds from Operations 156.6 62 35% 

Depreciation, Depletion and Amortization 39.1 50.2 (22%) 

Net Income 123.6 81.6 51% 

Dividends on Common Shares 34.0 Px | 60% 

Net Income per Common Share -—Basic $ 4.21 Sao 02 39% 

—Fully Diluted 3.96 2.87 38% 

Dividends per Common Share (Current annual rate—$1.60) 1.25 0.81 54% 

Revenues Net Income 

(millions of dollars) (millions of dollars) 


ABOUT GENSTAR 


Genstar is a leader in homebuilding, land develop- 
ment, and the manufacture of cement and building 
materials. It is also engaged in construction, tug 

and barge transportation, shipbuilding and ship repair, 
financial services, chemical and fertilizer production, 
and the investment of venture capital. Primary markets 
are the four western provinces of Canada and the 
Western and Southern United States. 


In the 10-year period from 1970 through 1979, Genstar 
has established a strong pattern of growth. Revenues 
have increased at a compound annual rate of 21 
percent, net income at a rate of 30 percent, and net 
income per common share at 22 percent. Genstar has 
also increased its cash dividends to shareholders 
every year since 1970. 


The company continues to expand and diversify its 
earnings base through investments in geographic 
areas and industries that promise stable, long-term 
growth and above-average profit potential. Early in 
1980, Genstar completed acquisition of The Flintkote 
Company, a major U.S. producer of basic materials for 
the building and construction industries. 


This acquisition considerably increased the size and 
scope of Genstar operations. Combined revenues of 
Genstar and Flintkote (converted to Canadian dollars) 
exceeded $2.2 billion in 1979, assets now total 
approximately $2.4 billion, and the work force consists 
of nearly 20,000 employees. 
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REPORT OF THE DIRECTORS 


In 1979 Genstar net income and revenues again 
reached record levels, as did dividends paid to com- 
pany shareholders. Equally significant, acquisition of 
The Flintkote Company substantially expanded the 
size and scope of Genstar operations and more firmly 
established the company in United States markets. 


Income 

Net income rose to a new high of $123.6 million, 
compared to $81.6 million in 1978. Income per 
common share totaled $4.21 and, when adjusted for a 
two-for-one stock split in mid-1979, represented an 
increase of 39 percent over the $3.02 earned in 1978. 
Per share amounts are based upon an average of 
27,274,000 shares outstanding in 1979 and 
26,376,000 in 1978. 


Total revenues amounted to almost $1.3 billion in 1979, 
compared with $1.1 billion the year before. 


For the first time since 1975, all major operating 
divisions were profitable, with most benefitting from 
the strong economies of Western Canada and U.S. 
sunbelt states. 


Flintkote 

In 1978 Genstar acquired 21.5 percent of The Flintkote 
Company, a major supplier in the U.S. and Canada of 
raw materials, products and services for building and 
construction. Through a tender offer to its sharehold- 
ers made late in 1979 and concluded shortly after year 
end, followed by a merger in February 1980, Flintkote 
became a wholly-owned Genstar subsidiary. Total cost 
of this acquisition was $447 million. 


In 1979 Flintkote revenues were U.S. $869 million and 
net income was U.S. $45.3 million. As the acquisition 
was completed in early 1980, only the balance sheet of 
Flintkote is included in the company’s financial 
statement at December 31, 1979. Genstar income for 
1979, however, includes the proportionate share of 
Flintkote earnings applicable to interests held through- 
out the year. To provide further information on this 
acquisition, a more complete discussion of 

Flintkote operations appears on pages 22-23 of this 
report. 


Significant Events 

While the Flintkote acquisition was the most important 
event of the year, other significant developments 
included: 


e Two increases in cash dividends paid on shares of 
Genstar common stock. The quarterly rate, adjusted 


for the two-for-one split, was first raised from 25 cents 
to 30 cents per share in the second quarter and to 40 
cents in the fourth quarter. This represents a 54 
percent increase over 1978 and marked the ninth 
consecutive year cash dividends have risen. 


e Acquisition, for $10.6 million of Genstar convertible 
preferred stock, of the U.S. Rubber Reclaiming 
Company, Vicksburg, Mississippi. This company 
recycles scrap rubber, processing it for sale in slab 
form to tire and other rubber product manufacturers 
and in granular form for use in asphalt surfaces. 


¢ Completion of the acquisition of Westmor Corpora- 
tion, a California mortgage banking company. 


e Establishment of the company’s Executive Offices in 
San Francisco, California. This move will place key 
management personnel in closer geographic proxim- 
ity to the majority of Genstar activities, now concen- 
tratedin Western Canada and U.S. sunbelt states. The 
Head Office of Genstar will remain in Montreal. 


e Formation, with Noranda Mines Limited, ofa fertilizer 
manufacturing joint venture called Nutrite Inc., to 
which Genstar sold its mixed fertilizer operations. 


e Divestitures, as anticipated in last year’s annual 
report, which included the sale of Montreal cement 
and building materials operations and the withdrawal 
from unprofitable international marine joint ventures. 
The latter involved disbanding Global Transport 
Organisation, selling interests in the East Line Trailer 
Service and related businesses, and sale of the 
company’s share of Arctic Transportation Limited. In 
addition to eliminating unprofitable activities, these 
actions will allow Genstar to pursue international 
marine projects independently and put sizable marine 
assets to more productive use. 


e An increase in working capital and reduction of 
short-term debt during the year through the private 
placement of a $50-million debenture issue, the sale in 
Europe of U.S. $50 million in debentures, and the 
arrangement of a U.S. $60-million European loan. 
Late in January 1980, Genstar also announced the 
sale in Canada of 3,000,000 convertible preferred 
shares for $94.5 million to further increase working 
capital and broaden the company’s equity base. 
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Capital Expenditures 

Capital expenditures in 1979 totaled $106 million, 
compared to $52.8 million a year earlier. During 1979, 
capital expenditures of The Flintkote Company were 
U.S. $63 million. For 1980, combined capital outlays of 
about $200 million are anticipated. 


Most expenditures by Genstar in recent years have 
been made to increase cement production capacity, 
including a major expansion now under way at the 
company's Edmonton, Alberta, plant. 


Other projects in 1980 will include a new gravel plantin 
Winnipeg, Manitoba, completion of a rubber reclaim- 
ing facility in Phoenix, Arizona, and construction of a 
methane gas recovery facility in Los Angeles, Califor- 
nia. In partnership with another company, Genstar is 
also building a new precast concrete rail tie plant in 
Richmond, Virginia. 


Outlook 

All indicators point to little real growth in the U.S. or 
Canadian economies in 1980, and expectations are 
that no measurable improvement will take place 
before the latter half of the year. 


The Genstar strategy of locating operations in areas of 
above-average growth and of concentrating assets in 
industries offering above-average returns should 
prove highly beneficial in times such as these. 


Most of the company’s Canadian enterprises are in 
the four western provinces where it is estimated 80 
percent of Canada’s growth will occur in 1980, 
particularly in Alberta. That province has the largest 
number of Genstar operations, and the four percent 
real growth rate forecast this year is in sharp contrast 
to recessionary conditions predicted for much of North 
America. 


Similarly, Genstar operations in the U.S. are in areas 
that should grow even when the overall economy is 
weak. The sunbelt states, extending from the West 
Coast along the country’s southern tier, continue to 
benefit from a steady influx of new residents. 


Although high interest rates and limited availability of 
financing have severely curtailed new housing starts, 
the decline has been less dramatic in Western Canada 
and the American sunbelt than in other areas. Even 
this year, as builders begin to anticipate an upswing, 
Genstar expects continued success in the sale of 
developed land. 


As conditions improve, the company is well positioned 
to meet increasing demand throughout the next 
decade. During that period, housing and land develop- 
ment activities will prosper, although their proportion- 
ate contributions to income will decline as other lines 
of business benefit from the Flintkote acquisition. In 
particular, Flintkote will complement Genstar partici- 
pation in building materials, cement, and construction 
markets in North America. 


Looking at the company as a whole, Genstar expects 
stable or improved performance by all of its major 
operations in 1980 and should continue to report 
satisfactory growth. As the economy strengthens, 
Genstar looks to the future with considerable 
confidence. 


Board of Directors 

Mr. Kelly H. Gibson retired from the Board of Directors 
on February 26, 1980. Genstar is indebted and grateful 
to Mr. Gibson for his service and many contributions to 
the company. Also on February 26, Mr. James D. 
Moran, Chairman and Chief Executive Officer of The 
Flintkote Company, was appointed a Genstar director. 


Genstar People 

Members of the Board of Directors would like to thank 
the 10,500 Genstar employees for their individual 
contributions to another successful year. They would 
also like to extend a sincere welcome to the 9,000 
Flintkote employees who have recently joined the 
Genstar organization. 


On behalf of the Board 


nye A Thaw Vlanghl 


Ross J. Turner 
President 


Angus A. MacNaughton 
Vice Chairman 


Montreal, Canada 
February 26, 1980 


GENSTAR OPERATIONS 


BUILDING MATERIALS 


Products: 

Ready-mix concrete, concrete blocks, concrete pipe, 
sand, gravel, classified aggregates, lightweight 
aggregates, precast concrete structural and architec- 
tural components, precast concrete railway ties, 
gypsum wallboard, resources recovered from solid 
waste. 


Plants: Man. Sask. Alta. B.C. Total 
Ready-mix concrete 4 3 9 9 25 
Concrete block | 1 2 4 8 
Concrete pipe | | 4 2 8 
Aggregate 3 3 6 4 16 
Pits and quarries 4 18 10 4 36 
Precast concrete 1 2 4 1 8 
Gypsum wallboard 1 1 1 3 


14 29 36 29 104 


Genstar building materials again produced record 
revenues and income, despite increased competition 
and poor weather early in 1979. 


Operations were particularly strong in Alberta. 


During the year, Genstar opened a new $1.5-million 
plant at Lloydminster, Alberta, to satisfy the heavy 
demand for ready-mix concrete, aggregate and 
concrete blocks. In addition, an expansion of the 
Edmonton concrete block plant was completed, and 
the company will build a new block plant at Red Deer, 
Alberta, in 1980. In Winnipeg, construction began ona 
$1.5-million gravel plant to replace an older, less 
efficient facility. 


Genstar developed several new markets for precast 
concrete structures in 1979, selling them for municipal 
water supply reservoirs, for cooling towers at electric 
power generating plants, and for the storage and 


handling of sulphur in the petroleum industry. Last year 
the company also supplied the components and 
helped erect the tallest totally precast concrete 
structure in North America, a 31-story apartment 
building in Calgary. 


A joint venture that produces and markets precast 
concrete railway ties in Western Canada continues to 
do well. The rail tie plant in Edmonton is now operating 
at capacity, producing ties both for railroads and for the 
Calgary rapid transit system. A new plant, initially 
capable of manufacturing 150,000 ties annually, will be 
constructed in Richmond, Virginia, to introduce this 
product to U.S. markets. 


The volume of gypsum wallboard sold by Genstar in 
1979 increased in Alberta and Saskatchewan, 
although sales in British Columbia and Manitoba 
remained slow. A $5-million expansion of the Sas- 
katchewan wallboard plant will increase its capacity by 
almost 80 percent when completed in May 1980. 


Genstar established a waste management operation 
during 1979 to pursue businesses that involve waste 
disposal and energy or resource recovery. Initial 
projects include landfill and land reclamation, rubber 
recycling, methane gas recovery from landfills, and 
useful applications for fly ash and other industrial 
waste products. 


In Phoenix, Arizona, Genstar will soon complete a 
$2-million rubber recycling plant that grinds old 
automobile tires into crumb-size rubber for use in road 
construction and maintenance. Genstar also acquired 
U.S. Rubber Reclaiming Company, Inc., in January 
1980. Headquartered in Vicksburg , Mississippi, that 
company reprocesses the rubber in used tires and 
truck inner tubes for sale to manufacturers of new tires 
and other industrial rubber products. The company 
also sells ground rubber as an additive for specialized 
asphalt surfaces. 


Left-to-right, top-to-bottom: 
eGenstar tugs and barges, 
loaded with raw materials, 
link the company’s quarries 
with its manufacturing 
plants. e Precast concrete 
structures, both attractive 
and functional, found appli- 
cations in several new mar- 
kets last year.,e Success of 
precast railway ties in Can- 
ada has prompted produc- 
tion and introduction of this 


product in the U.S. e Genstar 


is investing $5 million to 


expand capacity of its 
highly automated gypsum 
wallboard manufacturing 
facilities. e Among waste 
management operations 
are landfill and land recla- 
mation activities that 
include recovery of 
methane gas for use as 
fuel. e A new Genstar plant 
in the U.S. recycles used 
automobile tires, grinding 
them into small particles for 
road construction and 
maintenance applications. 


In other areas related to solid-waste management, 
Genstar received a contract during 1979 to recover 
and sell methane gas from a landfill site near Los 
Angeles, California. The company also intends to 
expand sales of fly ash, a pollutant produced by 
coal-fired power plant boilers, for use in concrete 
production, construction, and oil well drilling. 


The outlook for Genstar building materials operations 
is favorable for 1980. The diversity of company 
activities should cushion the effects of a downturn in 
residential housing starts. In addition, emphasis will be 
placed on expanding existing operations and pursuing 


new growth opportunities in the waste management 


field. 


Revenues 
(millions of dollars) 
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Net Income 
(millions of dollars) 
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HOUSING AND LAND DEVELOPMENT 


Products and Services: 

Construction of single-family, duplex and townhouse 
units; manufacture of preassembled sections and 
component packages for the construction of residen- 
tial units; shopping center development; condominium 
conversions. Development of residential, commercial 
and industrial land. 


Areas of Operation: 

The provinces of British Columbia, Alberta, Sas- 
katchewan, Manitoba and Ontario in Canada; the 
states of Washington, Oregon, California, Texas and 
Florida in the United States. 


Despite a severe downturnin homebuilding during 
the last quarter of 1979, Genstar housing and land 
development operations recorded the best perform- 
ance in their history. 


Housing: 

Housing starts, both in Canada and in the United 
States, generally declined from levels of the previous 
two years. 


As had been anticipated, the downturn accelerated in 
the fourth quarter, primarily as a result of sharply 
higher interest rates. Escalating housing prices also 
increased buyer resistance and put more pressure on 
profit margins, particularly in Canada. 
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Despite these conditions, Genstar housing activities 
performed well, and inventories at year end were lower 
than in 1978. 


Housing: Unit Sales 


UES) URKAS IG Rey IRA) 
Canada AN) LEN Ah 2eR ELIE 
U.S.A. 440 Tesi 997 G4 Sie 0 
Total 2,908 3,243 3,/04 3.4799 3,377 


Recognizing the influence of geographic differences 
on the company’s housing and land development 
markets, Genstar separated its Canadian and U.S. 
activities into two operating groups in 1979. Efficien- 
cies were also achieved by combining all manufactur- 
ing units — the housing and cabinet manufacturing 
plants and lumber yard operations — into a single unit, 
Genstar Housing Components. 


While the near-term outlook for the housing industry is 
not favorable, company activities are concentrated 
in regions of comparatively high growth. 


Housing markets remain relatively strong in Western 
Canada, where Genstar builds and sells a large 
number of homes, and economies of these western 
provinces should continue to grow. 


Similarly, Genstar homebuilding markets in the U.S. 
sunbelt still offer excellent growth potential. 


Top-to-bottom: ¢ Summit 
Ridge, east of San Fran- 
cisco Bay, is one of many 
successful Genstar hous- 
ing projects.ee Revenues 
from land development as 
well as housing are pro- 
duced by Crow Canyon in 
Northern California, built 
around a golf course, and 
by Castle Downs in Alberta, 
with its recently completed 
lake. In addition to homes 
built by Genstar, these com- 
munities include houses 
erected by other developers 


on land purchased from the 
company. Genstar fre- 
quently builds recreational 
amenities to enhance value 
of its property. eTo achieve 
operating efficiencies, 
activities of the plant that 
preassembles structural 
components for residential 
construction were con- 
solidated with those of 
cabinet making and lumber 
yard operations when the 
company formed Genstar 
Housing Components in 
1979. 


The uncertain outlook for housing starts in 1980 
reflects the adverse impact of current financial trends. 


In particular, high interest rates are making it difficult 
for prospective customers to qualify for loans. This 
affects not only those entering the housing market for 
the first time, but also the “move-up” purchasers of 
new homes who must find qualified buyers for their 


existing residences. 


Even while this problem persists, there remains 

a growing but unfilled public need for housing 

in the company's primary market areas. For that 
reason, as financing difficulties abate, demand should 
accelerate and new home sales noticeably improve. 


Revenues 
(millions of dollars) 


Net Income 
(millions of dollars) 


Land Development: 

Performance of Genstar land development activities 

remained strong during 1979. Although profitability of 
Canadian operations declined from 1978 levels, U.S. 
operations showed a substantial increase. 


No major land acquisitions or dispositions occurred in 
1979: 


At year end, total land inventories comprised 28,300 
acres, with an additional 6,700 acres under option 
and several thousand more held by a partnership 

in Alberta. 


In Canada, Genstar owns approximately 16,400 acres 
and has 1,600 acres under option. In partnership with 
another company, Genstar is also developing 11,700 
additional acres. 


In the United States, the company’s land inventory 
consists of 11,900 acres, plus options on 5,100 more. 


During 1979, land sales in British Columbia again 
increased, with the new Eagle Ridge development in 
Coquitlam coming on the market to replace the 
Harbour Village project recently completed in the 
same general area. 


In Alberta, Genstar enjoyed continued success with its 
Castle Downs development in North Edmonton. 
During the year, the company completed work on a 
large lake on that property which is both attractive and 
functional. In addition to meeting the community's 
recreational needs, it also serves as a collecting 
reservoir that substantially reduced the size and cost 
of storm sewers. 
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Elsewhere in Canada, demand softened in the 
Manitoba market during the year. Winnipeg operations 
were still profitable, although at a lower level of activity. 
In Ontario, the Burlington development was virtually 
complete in 1979, while plans were approved to 
proceed with the new Glen Abbey community in 
Oakville. 


In the United States, sales and net income substan- 
tially exceeded expectations at the Penasquitos land 
development project in San Diego, California. Consist- 
ing of 8,500 acres acquired in 1978, this land will be 
marketed as developed lots as well as in larger 
parcels. 


The Crow Canyon development on the eastern side of 
San Francisco Bay, where construction commenced in 
1976, was completed successfully last year. Built 
around a golf course, Crow Canyon is typical of many 
projects where Genstar creates recreational amenities 
to enhance the value of its land. A similar example is 
the prime residential development now under way at 
Rancho Bernardo in San Diego. 


Interest ceilings imposed by state usury laws seriously 
affected operations in Texas last year. Although 
activities there have been scaled down until market 
conditions improve, work is proceeding at two 
developments in the Houston area, and serviced lots 
will be available for sale throughout 1980. Recently the 
usury statutes which created problems were tempo- 
rarily suspended, and some improvementin land sales 
has already occurred. New legislation is now pending 
that would provide longer-term relief. 


In Florida, Genstar completed the last three of five 
lakes at The Hammocks, a 1,000-acre project in Dade 
County. Construction of houses, as well as a small 
commercial development, is under way. 


Top-to-bottom: e The com- 
pany's largest U.S. land- 
holding is in San Diego, 
California. Included are 800 
acres at Rancho Bernardo, 
a well-developed residen- 
tial area. e Nearby, massive 
earthmoving operations 
have begun on land 
acquired in 1978 with the 
purchase of Penasquitos 
Properties, an 8,500-acre 


tract that is already produc- 
ing sales and earnings in 
excess of expectations. 
Another major land devel- 
opment project, near Port- 
land, Oregon, consists of 
2,400 acres of residential, 
commercial and light indus- 
trial property. 


The downturn in housing starts both in Canada and 
the U.S. will be felt most severely in the early part of 
1980. Land development activities, however, are 
expected to show substantial improvement in net 
income during 1980, more than offsetting the 
anticipated decline in homebuilding. The public's need 
for new housing has not abated, and Genstar sales of 
developed property should continue at a good pace as 
builders prepare for better market conditions. 


CEMENT 


Products: 

Normal portland cement, oil well cement, high early 
strength cement, masonry cement, sulphate-resistant 
cement and special potash cement. 


Annual Capacity No. of 

Plants: (Short Tons) Kilns 
Bamberton, B.C.* 500,000 2 
Vancouver, B.C. 1,000,000 1 
Edmonton, Alta.** 577,900 3 
Regina, Sask. 227,900 1 
Winnipeg, Man. 350,000 1 
2,655,000 9 


*Scheduled to be phased out of operation at the end of 1980. 
**Figures exclude 800,000-ton/1-kiln expansion in 1980. 


Limestone Quarries and Deposits: 
Texada Island and Cobble Hill, B.C.; Cadomin, 
Alberta; Mafeking and Steep Rock, Manitoba. 


Cement Distribution Centers: 

Fort Nelson, Kitimat and Prince George, B.C.; Calgary, 
Alberta; Saskatoon, Saskatchewan; Thunder Bay, 
Ontario. 


Revenues and income from cement operations rose 
during the year as aresult of improved sales in Alberta 
and Saskatchewan and increased exports to the 
United States from plants in British Columbia. Sales to 
the domestic market declined in Manitoba. 


In Alberta, demand has exceeded Genstar capacity for 
the past four years and increased again in 1979 by 
approximately 20 percent. To meet commitments to 
this market, the company continued to purchase 
cement from producers in Eastern Canada even 
though high freight costs effectively eliminated resale 
profit margins. 


The dependence on eastern cement to supplement 
Genstar production in Alberta will decline only when 
output increases at the company’s Edmonton plant. 
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An 800,000-short-ton expansion at that facility is 
expected to be completed in late 1980, more than 
doubling plant capacity. 


In the last five months of 1979, the new Genstar 
cement plant in Vancouver steadily increased produc- 
tion after initial start-up delays. Based on current 
experience and operating results from similar preheat- 
er kilns, that plant's practical capacity should 
ultimately be 1,000,000 short tons per year. It is 
expected to be operating at about 75 percent of that in 
1980. 


The Bamberton, B.C., plant operated satisfactorily in 
1979, even though it was originally scheduled to be 
closed more than a year ago. Because of the strong 
demand in the Western United States, it appears it will 
continue to supply export markets through 1980. 


As anticipated and announced in last year’s annual 
report, Genstar completed the sale of its cement 
operations in Eastern Canada during 1979. 


Capital expenditures for cement facilities during the 
year were nearly $50 million, almost double those of 
1978. Approximately $6 million was spent to complete 
the Vancouver plant and $40 million for the plant 
expansion at Edmonton. 


In 1980, capital expenditures are expected to be 
approximately $55 million, including about $39 million 
for the balance of the current Edmonton project. By 
year end, the plant construction and modernization 
programs of the past several years will have con- 
solidated the company’s cement manufacturing oper- 
ations at four major sites. With a combined annual 
capacity of approximately 3,000,000 short tons, 
Genstar will remain the third largest manufacturer of 
cement in Canada. 


Top-to-bottom: e To keep 
pace with growing demand 
in Alberta, Genstar plans to 
increase annual output of 
its Edmonton cement plant 
by 800,000 short tons. This 
expansion, at an estimated 
cost of $143 million, will 
more than double plant 
capacity. Construction is 
well under way, and the 
project should be com- 


pleted by year end.e To serve 


an expanding export mar- 
ket in the Western United 
States, Genstar completed 
construction in late 1978 of 
this new Vancouver plant 
which has a projected 
annual capacity of 1 million 
tons. Output is steadily 
increasing as that $100-mil- 
lion facility progresses 
through various stages of 
Start-up. 


The outlook for Genstar cement operations in 1980 is 
for earnings to improve as the Vancouver plant 
increases production and generates additional sales. 
Demand is expected to remain strong in Alberta and 
the Western United States, while moderate increases 
are projected in British Columbia and Saskatchewan. 


Revenues 
(millions of dollars) 
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Net Income 
(millions of dollars) 
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CONSTRUCTION 


Services: 

Construction Services Division: installation of munici- 
pal utility services, including water, sewer and lighting 
systems; street and road construction and paving; 
artificial lake construction; townsite development. 


Engineering and Industrial Division: construction of 
hydroelectric dams, electric generating stations and 
transmission lines, highways, bridges, airports and 
major industrial plants; mine site development. 


Plants: 
12 asphalt plants located in Manitoba, Saskatchewan, 
Alberta, and British Columbia. 


Genstar construction activities include those of the 
Construction Services Division, largely involved in 
land development and installation of municipal ser- 
vices and facilities in Western Canada, and the 
Engineering and Industrial Division, which pursues 
heavy construction projects in Canada and the U.S. 


Construction Services had a good year in 1979, 
reflecting in part the vigorous growth of Alberta. About 
20 percent of division activity is devoted to servicing 
Genstar land development projects. Subdivision ser- 
vicing is also performed for other developers in 
Western Canada. In addition, the division successfully 
completed several contracts for gravel crushing and 
for freeway and interchange construction last year. 


Results of the Engineering and Industrial Division in 
1979 showed only slight improvement over 1978 
performance. 


Unprofitable contracts of the discontinued Montreal- 
based construction operations were completed in 
1979, and anticipated losses had already been 
provided for in 1978. 


In Northern Quebec, good progress was made on the 
James Bay hydroelectric plant contract. At year end, 
the $165-million joint-venture project was on schedule 
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and 50 percent complete. A $13-million contract to 
construct dikes and control gates at James Bay was 
completed late in the year. Contractual difficulties, 
labor shortages, and start-up problems, however, 
resulted in a loss on that project in 1979. Negotiations 
are now under way to recover all or part of that loss as 
well as losses in prior years on the same contract. 


Results in Western Canada were generally favorable, 
although a dispute between the client and the labor 
unions resulted in a work stoppage in July on the 
company’s $8.3-million contract for drilling, blasting 
and earthmoving at the Duke Point shipping terminal 
and industrial complex in Nanaimo, British Columbia. 
A proposal to continue that project has been agreed 
upon, and it is expected losses incurred to date will be 
recovered. 


Genstar is a 15 percent partner with other Canadian 
construction companies in a $282-million contract 
awarded during 1979 to build a powerhouse and 
concrete dam at Revelstoke, British Columbia. 


In Manitoba, two joint-venture hydroelectric plant 
projects were successfully completed last year, and 
Genstar received a new $11-million contract to 
rehabilitate a powerhouse at Great Falls. Work also 
progressed satisfactorily on installation of the main 
hydroelectric power transmission line that will link 
Winnipeg with the U.S. border. 


In the U.S., the company completed a $5.2-million 
contract for the U.S. Department of Energy at Hanford, 
Washington, excavating 3,000 feet of rock tunnels for 
use as nuclear-energy test facilities. 


Approximately $6 million in new earthmoving equip- 
ment was put into service during 1979 at Penasquitos 
Properties, a Genstar land development project in San 
Diego, California. At that site, approximately 20 million 
cubic yards of earth must be moved by 1984. 


Top-to-bottom: e Work 
neared completion in 1979 
on the $7.5-million electri- 
cal transmission line that 
will carry hydroelectric 
power between Winnipeg, 
Manitoba, and the U.S. bor- 
der. e The majority of a 
$143-million expansion pro- 
ject at the Genstar cement 


is being carried out by the 
company’s own construc- 
tion operations. e Similarly, 
Genstar added $6 million in 
new equipment last year in 
Southern California for use 
in moving millions of tons of 
earth at the company’s 
8,500-acre land develop- 
ment project in San Diego. 


plant in Edmonton, Alberta, 


To pursue new projects abroad on a selective basis, 
Genstar formed an international construction opera- 
tion last year in Toronto, Ontario. In addition to serving 
the company’s international construction interests, 
this unit will also seek new markets for other Genstar 
entities, such as the marine and building materials 
operations. 


Total construction backlog for the Engineering and 
Industrial Division at year end amounted to $79 million, 
slightly above 1978 levels. 


Although the construction industry is highly competi- 
tive in both Canada and the U.S., the outlook is for 
some improvement in company construction activities 
during 1980. 


Net Income 
(millions of dollars) 


Revenues 
(millions of dollars) 
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MARINE 


Services: 

Tug and barge transportation (of logs, wood chips, 
pulp and paper, lumber, limerock, petroleum products, 
chemicals, trucks, containers, railway cars and large 
heavy-lift modular cargo); ferrying; berthing; lighter- 
age; salvage; pollution control; shipbuilding; ship 
repairs. 


Areas of Operation: 

Pacific Coast of North America; the St. Lawrence River 
system and the Great Lakes; the Canadian and U.S. 
Arctic. Specialized marine transportation worldwide. 


Equipment/Facilities: 

58 tugs. 

272 barges. 

Shipbuilding yard: North Vancouver, B.C. 

Ship repair yards: North Vancouver and Victoria, B.C. 


The continued success of Genstar domestic marine 
activities, coupled with withdrawal early in the year 

from unprofitable international ventures, resulted in 
improved operating results in 1979. 


West Coast tug and barge operations continued to 
prosper from strong demand for British Columbia 
forest products. Earnings, higher than 1978 levels, 
also benefitted from additional volume when Genstar 
was called upon to move large numbers of rail cars 
after a bridge was damaged in Vancouver harbor. 


In response to large capital expenditure programs 
announced by major forest products companies in 
British Columbia, Genstar added five new chip barges 
to its West Coast fleet in 1979. A 6,000-HP tug and 
400-foot barge, previously used in the company’s 
international operations, were also put into service 
moving lumber from British Columbia to California. In 
addition, construction began on a new self- 
loading/self-dumping log barge to be placed in 
operation in mid-1980. 
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Work on the new log barge and three of the chip barges 
for western marine operations contributed to a rise in 

new construction revenues at the company’s Vancou- 
ver shipyard. In addition, construction of a $4.5-million 
fish-processing barge was completed during the year. 


Genstar ship repair revenues also increased substan- 
tially in 1979. Major repair jobs included extensive 
work on the “Ocean Ranger,” the world's largest 
self-propelled drilling rig. 


Early in the year, the company sold its one-third 
interest in Arctic Transportation Limited, which had 
been unprofitable. In the future, Genstar will indepen- 
dently pursue marine opportunities in the Arctic 
region. 


The domestic East Coast marine operation, which is 
engaged in ship docking, towing, and salvage, had an 
excellent year. 


Making significant contributions were 12 salvage 
projects in Eastern Canada and the U.S. which 
produced revenues and profits more than double 
those of any previous year. Major efforts included 
salvage of the stern section of a tanker containing 
13,000 tons of oil and the raising, for subsequent sale, 
of a 124,000-ton tanker that had burned and sunk atits 
berth. In raising the tanker, Genstar used both 
computer analysis and a unique method of reducing 
potentially destructive wave action inside the vessel. 
While ship casualties cannot be predicted, innovations 
such as these should contribute to future success of 
salvage operations. 


Early in 1979, Genstar withdrew from several unprofit- 
able marine joint ventures outside the North American 
continent. The company sold its interests in an opera- 
tion that provided barge service between Marseille, 


Top-to-bottom, left-to-right: and other vessels, coupled 


e|n response to strong with a rise in ship repair 

demand for British Colum- work, contributed to 

bia forest products, Genstar increased revenues and 

has begun construction of a earnings last year at a 
new self-loading/ Genstar shipyards. e One of ae 
self-dumping log barge, to the company’s 58 tugboats MEES 
be commissioned in mid- performs routine towing 

1980.e More chip barges tasks In Vancouver harbor. 


were also added to the 
company’s Seaspan fleet in 
1979.¢ Construction of these 


France, and Yanbu, Saudi Arabia, and disbanded an 
ocean-towing joint venture. Some of the ocean-towing 
marine equipment has already been redeployed 
profitably in domestic Genstar operations. 

The balance remains in international service at 
improved rates of utilization. Promising international 
markets include offshore drilling sites in the Gulf of 
Mexico, where Genstar also assisted last year in 
cleaning up the IXTOC | oil spill, and the movement of 
large heavy-lift modules between Japan, the Middle 
East, and North America. 


The outlook for marine operations is generally 
favorable for 1980. West Coast operations should 
continue at present levels in view of the steady 
demand for British Columbia forest products. East 
Coast salvage activities should maintain a good pace. 
Restructured international operations, already 
experiencing a strengthening of rates, are expected 
to improve during the year. 


Revenues Net Income 
(millions of dollars) (millions of dollars) 
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FINANCIAL SERVICES 


Services: 

Mortgage banking; rental of electronic test and 
measurement equipment; real estate joint-venture 
financing; venture capital investment; thrift and loan 
operations; title insurance and escrow services; 
property and casualty insurance; marine financing. 


Income in 1979 from financial services was lower than 
the prior year only because of an exceptionally large 
gain in 1978 when Genstar exchanged interests in 
Qume Corporation for 970,000 shares of International 
Telephone and Telegraph Corporation. Excluding that 
single transaction from year-to-year comparisons, 
results from operations improved in 1979. Earnings 
benefited particularly from strong performances by 
title insurance and real estate joint-venture activities, 
from the addition of Rental Electronics in late 1978, 
and from the purchase of Western Mortgage Corpora- 
tion in early 1979. 


The latter is a mortgage banking organization with 10 
branch offices, primarily in California. After initiating 
an active program last year to expand its loan 
portfolio, Western now services investments in excess 
of U.S. $2.4 billion for more than 200 institutional 
clients. In 1980, this operation is expected to further 
enlarge its portfolio and increase servicing income. It 
also recently entered the second-mortgage lending 
market. 


Genstar real estate joint-venture activities are con- 
ducted by divisions in San Francisco and Irvine, 
California. They provide equity financing in exchange 
for partnership interests in the development of 
residential housing, land, condominium conversions, 
garden-office buildings, shopping centers, apart- 
ments, and industrial complexes. 


In 1979, Genstar participated in joint ventures that 
delivered more than 3,100 residential units in Califor- 
nia, Nevada, Texas, Arizona and Washington. These 
ventures also marketed 250 building lots and began 
construction of commercial developments totalling 
more than 650,000 square feet. 
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At year end, the company was financing 55 joint 
ventures, most of which will be completed in 18 
months. Although 1980 may be a difficult year for real 
estate in general, the strategy of investing in proven 
growth areas with carefully selected partners should 
mitigate many of the adverse conditions. 


Rental Electronics rents electronic test and measure- 
ment equipment on a short-term basis through 19 
sales offices in the U.S. and Canada. This operation 
serves a wide range of customers in the electronics, 
automotive, telecommunications, petrochemical, data 
processing, and financial services industries. 


In 1979, Rental Electronics revenues and earnings set 
new records, and more than U.S. $14 million was 
invested in new equipment. After selling used equip- 
ment, value of the rental inventory now exceeds U.S. 
$29 million. This represents a substantial increase 
since 1978, and utilization rates are high. The outlook 
for 1980 is excellent as this operation seeks new 
markets and increases penetration of existing ones. 


First American Title Guaranty Company provides title 
insurance and escrow services in Northern California 
through four regional and 23 branch offices. As 
operating efficiencies were achieved last year and 
fees rose in proportion to escalating housing prices, 
revenues and earnings of this subsidiary in 1979 
reached the highest levels in its 15-year history. 
Returns are expected to decline somewhat in 1980, 
however, in response to a general softening of the 
housing market. 


Atlas Thrift Company, acquired by Genstar in 1978, 
now has a total of 13 offices after opening several new 
ones in California last year and establishing opera- 
tions in Nevada for the first time. Although expansion 
costs impacted earnings in 1979, deposits in thrift 
accounts were up at year end, and performance 
should improve in 1980. 


Top-to-bottom, left-to-right: 
e Western Mortgage Corpo- 
ration now manages a loan 
portfolio of more than U.S. 
$2.4 billion for its institu- 
tional investors. ¢ Rental 
Electronics reported record 
results last year and 
invested U.S. $14 million to 
upgrade its inventory of test 
and measurement equip- 
ment. e Atlas Thrift opened 
several new branches in 
1979, including the first 
ones in Nevada. e Revenues 


and earnings of First Ameri- 
can Title Guaranty Com- 
pany last year were the 
highest in its 15-year his- 
tory. e The Genstar venture- 
capital portfolio now con- 
tains 41 investments in 
companies such as Priam 
Corporation, which has 
successfully completed 
developmental work on its 
peripheral Winchester disc 
drives and begun manufac- 
turing these data storage 
devices for the minicompu- 
ter industry. 


Sutter Hill, the company’s venture capital arm, makes 
equity investments in high-technology companies 
during their early stages of development. A good 
example is Qume Corporation, which contributed 
significantly to record earnings by this line of business 
in 1978. These investments are held for long-term 
appreciation, and Genstar had 41 in its portfolio at year 


end. 


The company intends to increase its participation in 
financial services markets, both by internal growth and 
through acquisition. These activities are expected to 
show modest improvements in revenues and earnings 


in 1980. 


Revenues 
(millions of dollars) 
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FLINTKOTE/INVESTMENTS 


Included in this category are the chemical and fertilizer 
operations and the investment in The Flintkote 
Company. 


After acquiring a 21.5 percent interest in The Flintkote 
Company during 1978, Genstar increased its owner- 
ship in late 1979 through a cash tender offer made for 
remaining shares. Following a merger in February 
1980, Flintkote became a wholly-owned Genstar 
subsidiary. Although the Flintkote balance sheet is 
included in this report's financial statement, only the 
proportionate share of earnings applicable to interests 
held throughout the year is reported as 1979 Genstar 
income in the investments line of business. 


Genstar chemical and fertilizer operations had a 
profitable year as a result of improved market 
conditions and increased production efficiencies. 
Further improvement in chemical operations is 
expected in 1980 as demand and prices for ammonia 
and derivatives continue to rise in the U.S. and 
Canada. In July, Genstar and Noranda Mines Limited 
formed a joint venture, Nutrite Inc., to which Genstar 
sold its mixed fertilizer operations. That venture will 
purchase from Genstar and Noranda the three primary 
nutrients required in the manufacture of fertilizers. 


The Flintkote Company 

Sales and earnings of The Flintkote Company in 1979 
again reached record levels. Revenues increased 19 
percent to U.S. $869 million, and net income rose 20 
percent to U.S. $45.3 million. This compares with 
revenues of U.S. $732 million and earnings of 

U.S. $37.7 million in 1978. 


Flintkote is engaged in the manufacturing, distribution 
and sale of building and construction materials and in 
providing certain construction services. Most markets 
for Flintkote products and services remained strong 
throughout 1979. 


Two factors made substantial contributions to earnings 
growth. Extensive capital improvement programs in 
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recent years have modernized and increased the cost- 
effectiveness of production facilities, and significant 
marketing strength has been gained through an 
expanded product distribution system. 


Building products, the largest line of business, 
includes roofing materials, gypsum wallboard, flooring 
products, and The Flintkote Supply Company's chain 
of product distribution centers. This business area Is 
the most sensitive to homebuilding activity. Despite 
declining housing starts in the second half of the year, 
building products sales increased over 1978, while 
contributions to income were down slightly from the 
year before. 


Improved customer service, enhanced by the 
expanded product distribution system, helped secure 
a larger share of available building products business. 
The Flintkote Supply Company now has 47 outlets, 
mainly in the thriving sunbelt area of the United States, 
and 11 more are expected to open in 1980. Sales 
produced by these centers have increased substan- 
tiaily in each of the past five years. 


Cement, lime, and stone products reported large 
gains in sales and earning in 1979. This group of 
products is less sensitive to homebuilding trends and 
benefited from increased non-residential construction 
and from a continued high level of repair and 
modernization activities. 


Approximately 90 percent of Flintkote revenues are 
generated by U.S. operations. The balance comes 
from Canadian enterprises, which consist of home 
maintenance, flooring and paving products opera- 
tions, 21 Stradwick retail flooring stores, and the King 
Paving and Materials Division. The latter, a crushed 
stone products and contract construction unit, 
reported increased sales and earnings in 1979. 
Results of the other operations were disappointing 
however. Total revenues of Canadian businesses In 
1979 were up somewhat, but income was 
approximately the same as a year ago. 


Top-to-bottom, left-to-right: 
e Flintkote Supply Com- 
pany’s distribution centers 
provide roofing, gypsum 
products, and a complete 
range of other materials 
directly to the builder. e This 
new, energy-efficient, 
1,800-ton-a-day lime plant 
is one of the largest in the 
U.S. ¢Flintkote quarries are 
valuable assets that will 
supply calcium carbonate, 
construction-grade lime- 
stone, and other natural 
resources for many dec- 
ades to come.® One section 


of a huge kiln is lowered into 
position at the Flinikote 
cement plant in Redding, 
California, where a U.S. 
$40-million expansion pro- 
gram will more than double 
plant capacity. e Raw materi- 
als from a company quarry 
are conveyed to a Flintkote 
bituminous concrete 
(asphalt) plant that, in turn, 
supplies the company’s 
own construction units as 
well as other contractors.e 
Flintkote delivers ready-mix 
concrete from its plants to 
the job site. 


In preparation for future growth and to further improve 
operating efficiency, a U.S. $40-million expansion is 
under way that will double output of the Flintkote 
cement plant in Redding, California. Upon completion 
in late 1980, production capacity will increase from 
290,000 to 600,000 tons annually, making substantial 
contributions to sales and earnings. The Florence, 
Colorado, gypsum plant is also being expanded, and 
its capacity will increase more than 50 percent early 


this year. 


Although earnings will be under pressure in 1980 
because of declining housing starts, other key markets 
should remain strong. Also, with its cost-competitive 
manufacturing facilities and its expanded marketing 
organization, Flintkote is well positioned to capture 

a larger share of available homebuilding business 
than in previous downturns. These factors will contri- 
bute to the future growth and profitability of Flintkote. 


Revenues 
(millions of dollars) 
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GENSTAR 


FINANCIAL REVIEW 
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SUMMARY OF FINANCIAL HIGHLIGHTS 


For the five years ended December 31, 1979 
(millions of Canadian dollars) 


1979 1978 VOGT 1976 1975 


Revenues 


1,264.6 1,143.0 981.1 821.5 684.3 


Costs and expenses 


Cost of sales and services ..... 856.1 778.0 677.9 56071 491.5 
Selling, general and 
ACMI STFAtIVCle einen ene 117.0 116.3 98.2 Sire 59.8 
Depreciation, depletion 
ANGRAMONIZAtO meee eres 39.1 50.2 C4a7 eye 8) OED 
INTErESTER AS Pe EU ree 65.2 49.9 49.3 40.2 21.9 
1,077.4 994.4 860.1 Take 599.7 
Income before income taxes .. 187.2 148.6 121.0 102.8 84.6 
Provision for income taxes ..... 63.6 67.0 56.6 47.1 37.4 


Netincomeé: 80.25 foo eee 


Per common share 
Net income — 
Canadian method 


BaS| Career een trates tee 
FULLY CitiLedaarartee ect arcs oc 


United States method 


BaSiGei yoink Rome eran s, 
PUY CUT eres rieess cares 
DANAK@ LEV AKOIS\= yn. 5 Ghee oA idol cha Roe 


$ 123.6 $81.6 $644 $557 §$ 472 


$ 4.21 $3.02 "$52 53s eSe2to2 emioec Oc 


3.96 2.0% 2.33 2.09 1.81 
4.16 3.00 2551 Zi2o 2.01 
3.98 2.90 2.36 Bale 1.84 
1.25 0.81 0.71 0.63 0.60 


12.2%* 9.0% 8.5% 7.5% 10.4% 


Capitalization ratios 


Total;debt to equity 22.2... 4.4. 
Long-term debt to equity ....... 


63:37 49:51 62:38 67:33 49:51 
53:47 32:68 50:50 52:48 39:61 


Other statistics 
(millions except for employees) 


Shareholders’ equity .......... 
Working:Capitall 2) ears teens 
Funds from operations......... 
Capital expenditures .......... 
Fixed assets rae er ec ereos 
Net assets 303. .:eeiee tae 


Common shares outstanding 


ACtUal 2c. tee icecream a 
AVGraGC? Siro et Sareea. 


*excluding the net assets and operations of The Flintkote Company which were acquired effective December 31, 
1979. 


$641.6 $556. 1 $368°2-7°$315.6>- -$263.6 


299.3 268.6 108.5 114.7 103.1 
156.6 116.2 108.6 93.8 fle 
106.1 52.8 OTS she) 7 67.6 
902.8 626.4 671.8 563.8 490.5 
1,912.4 1,207.5 1,064.2 1,034.3 571.8 
27.4 26.8 25.8 23.8 23.0 
27.3 26.4 Zont 210 eek 


19,850 10,428 Wr OLA so HORS a) 10,125 
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Five Year 
Compound 
Growth Rates 


17% 


22% 


29% 


22% 
24% 


22% 
24% 
19% 


Ten Year 
Compound 
Growth Rates 


21% 


27% 


30% 


22% 
21% 


22% 
21% 
14% 
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Operating Highlights 

Net income increased to $123.6 million or $4.21 per 
common share in 1979 compared to $81.6 million or 
restated $3.02 per common share in 1978. Per share 
income increased 39 percent in the year, well in 
excess of the five and ten year compound growth 
rates. Average shares outstanding used in calculating 
income per common share increased to 27,274,000 
shares in 1979 from 26,376,000 in 1978. The 
restatement in 1978 reflects the two-for-one common 
stock split which was approved by shareholders on 
May 9, 1979. 


United States: 

Net income from United States operations was $37.6 
million in 1979, up from $26.2 million in 1978. Included 
in the current year is a $7.5 million unrealized foreign 
exchange translation gain compared to a foreign 
exchange translation loss of $3.4 million in 1978. 
Income from financial services subsidiaries acquired 
in the past 15 months made a positive contribution, 
and income from Penasquitos Properties, an 
8,500-acre land development project in San Diego 
acquired in the fourth quarter of 1978, exceeded 
expectations. 


The most significant event was the acquisition of The 
Flintkote Company by a cash tender offer in the last 
quarter of 1979 followed by a merger with a Genstar 
subsidiary on February 8, 1980. The assets and 
liabilities of Flintkote are included in the Genstar 
consolidated balance sheet as at December 31, 1979, 
accounting for approximately $800 million of total 
assets. 


The consolidated income statement, however, 
includes only the proportionate share of Flintkote 
income represented by Genstar ownership throughout 
1979. 


Canada: 

The start-up of the new Vancouver cement plant, 
expansion of the Edmonton cement plant, commence- 
ment of construction of the Limeridge Mall shopping 
center in Hamilton, Ontario, and the first-phase 
servicing of the Glen Abbey land assembly in Oakville, 
Ontario, were significant achievements which will 
benefit Genstar in years to come. 


Operationally, most activities in Western Canada 
reported increased income reflecting buoyant eco- 
nomic conditions, particularly in Alberta, and mild early 
winter weather which allowed construction-related 
industries to continue beyond normal shutdown dates. 
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Although the rapid escalation of interest rates in the 
last quarter of 1979 dampened demand, housing 
operations were slightly more profitable than in 1978. 
Land development operations in 1979 did not gener- 
ate as much income as last year when several sizable 
parcels were sold. 


Operating Performance 

As a diversified operating corporation, Genstar has 
built and brought together businesses which have 
produced a growing stream of earnings for the 
company. The graph illustrates the Genstar ten year 
net income and dividend per share record. Net income 
per share has grown by 22 percent annually since 
1970 as aresult of improved profitabilty and expanded 
operations across Western Canada and throughout 
the Western and Southern United States. This income 
growth has meant that Genstar has been able to 
steadily increase its dividend to shareholders. Over 
the past ten years, the Genstar dividend per common 
share has increased at an annual rate of 14 percent, 
ranking Genstar 13th among the top 50 Canadian 
industrial and utility corporations. Growth was main- 
tained in spite of Canadian government controls on the 
payment of dividends from 1976 to 1978 and the need 
for earnings to be retained within the company to 
finance expansion. 


Net Income Per 
Common Share 


Dividends Per 
Common Share 


Net Income and 
Dividends 
Per Common Share 
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Performance Measurement 

To measure the returns generated by Genstar and the 
industrial categories which make up the company, 
Genstar uses a return on net assets ratio. This 
performance ratio is ameasurement of after-tax income 
before interest as a percentage of capital employed. 


The ten-year graph illustrates the impact of two very 
significant acquisitions on the Genstar return on net 
assets ratio. In 1979, return on net assets was 12.2 
percent on Genstar operations. With the addition of 
Flintkote effective December 31, 1979, however, the 
net asset base increased from $1.4 to $1.9 billion, and 
return on net assets based on year-end amounts was 
8.7 percent. This is similar to the effect in 1976 when 
Genstar acquired a large land and commercial 
development company, greatly expanding the Genstar 
net asset base without reflecting a full year’s income 
from that acquisition. Expansion of the Genstar net 
asset base in 1979 is expected to provide for future 
earnings growth for the corporation. 


Return on Net Assets 


78 


*assumes that the net assets of The Flintkote Company are not 
consolidated; return on net assets would be 8.7 percent if the net 
assets of Flintkote were consolidated 
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Return on common shareholders’ equity has 
increased from 4.8 percent in 1970 to 22.9 percent in 
1979, a record high for Genstar. With continuing 
annual inflation rates at double digit levels, Genstar 
believes that returns of this magnitude are required to 
maintain capital expansion over the longer term. 


Asset Management 

Animportant aspect of the Genstar operating strategy 
has been to locate activities in areas of above average 
growth. In line with stated corporate objectives to 
expand operations in the United States’ “sunbelt,” 
Genstar U.S. revenues increased from 21 percent in 
1978 to 24 percent in 1979, operating income was 
constant at 31 percent, and identifiable assets 
increased from 35 percent to 56 percent reflecting the 
acquisition of Flintkote. This trend is forecast to 
continue in 1980 with revenues, operating income and 
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identifiable assets in the United States approximating 
50 percent of Genstar operations. 


Capital Expenditures 

Genstar has invested over $400 million during the past 
five years to expand facilities to meet market demand 
and to keep Genstar plants and equipment efficient. In 
1979, capital expenditures totalled $106 million, 
double the expenditures of $53 million made in 1978. 
In 1980, including planned expenditures of The 
Flintkote Company, total capital expenditures will be 
more than $200 million. 


Capitalization 

Genstar is financed with short and long-term debt, 
deferred income taxes and shareholders’ equity. The 
acquisition of The Flintkote Company was financed 
with a bank term loan and, at year-end 1979, the total 
Genstar debt-to-equity ratio increased from 49:51 in 
1978 to 63:37. With the sale of $94,500,000 of Series 
C second preferred shares in early 1980, Genstar has 
taken its first step in returning its total debt-to-equity 
ratio to a level more appropriate for the company’s mix 
of businesses. 


Including the Series C second preferred shares in the 
1979 balance sheet, the total debt to equity ratio would 
have been 58:42. 


The sale of Series C second preferred shares 
completed in February 1980, together with aggressive 
asset management and cash flow from operations, is 
expected to lead to a reduction in the Genstar total 
debt-to-equity ratio in 1980 and beyond. 


Capitalization (millions of dollars) 


Debt: Equity Ratio : 
49:51 67733ren 62:38 49:51 58:42 
1975 1976 1977 1978 1979* 


*assumes the issue of 3,000,000 Series C second preferred shares. 
for $94,500,000 which occurred in February 1980 


Capitalization by Industrial Category 


Financed by Ratios 
Industrial Net Short- Long- Deferred Total Debt Sets 
Category Assets Dept Dent tenes Equity 1979 rat 97s 1979, oie 
(millions of dollars) (percent) (percent) 
Building materials ........... 148.6 17.4 Siar 25.8 73.7 40:60 40:60 30:70 30:70 
Cement. ee pas 225.9 He 47.0 65,7 96.1 40:60 40:60 33:67 33:67 
Housing and land 
development ............. 556.0 156.9 172.8 5:6 220.7 60:40 60:40 44:56 30:70 
CONSTUCHION= 2 soe cy 40.1 9.8 7.4 5.6 17.3 90:50 = 50:50 30:70 ~30:/0 
Manne oe een. 94.0 9.2 36.3 18.2 30.3 60:40 60:40 55:45 55:45 
Financial services ........... 189.5 4.5 41.0 13 136/22. 250:105 250 Oo eeu erie 
INVESUMNENISs 3 ct Se ss os 107.4 <a 29.2 POA 66.8 33:67 33:67 30:70 30:70 
Before Flintkote acquisition .. $1,361.5 $218.6 $365.4 $135.9 $641.6 48:52 49:51 36:64 32:68 
After Flintkote acquisition .... $1,912.4 $357.5 $729.4 $183.9 $641.6 63:37 49:51 53:47 32:68 


Capitalization by Industrial Category 

Genstar activities are financed by debt and equity 
Capital allocated among the industrial categories 
based upon financing ratios generally accepted as 
appropriate for each type of activity. The table above 
represents the net assets and financing structure of 
Genstar immediately prior to the acquisition of 
Flintkote. It illustrates the importance of reinvested 
income and deferred taxes in financing a 1979 net 
asset growth of over 10 percent while maintaining 
1978 ratios of debt and equity. 


Revenues 

In 1979, revenues increased $122 million compared to 
a $162 million increase in 1978. An analysis of 
changes by industrial category follows: 


1979 1978 


(millions of dollars) 


Increase (Decrease) 


Building materials ........... 38 11 
RSOMICNl hedic sk ees = 21 24 
Housing and 
land development ......... 57 31 
GONSIUICUONC <5 cease ee 35 6 
ARC eso tern glal «ere 26 18 
Financial services ........... (30) 40 
INVESIMICINS ot ace eee ( 5) (ik) 
142 129 
Decrease (Increase) in 

inter-category revenues ...... (20) 33 
$122 $162 
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United States land and housing revenues increased by 
$74 million in 1979 primarily as a result of sales of land 
in San Diego and in other regions of California. A full 
year of equity accounting for the income of an Alberta 
land partnership formed in 1978 and a lack of inventory 
in Ontario resulted in a decrease of $23 million for 
Canadian land revenues in 1979. The partnership also 
resulted in a 1978 land revenue decrease of $17 million 
from 1977. A$35 million increase in United States land 
and housing revenues in 1978 resulted from sales 
increases in California, the sale of land holdings in the 
Northeast, and new operations in Florida and Texas. 


Strong demand in Alberta was a major factor in 1979 
revenue increases of $52 million for building materials 
and $49 million for cement operations and more than 
offset the effect of the disposal in early 1979 of Eastern 
Canadian cement and building materials operations. 
Improved production from the recently constructed 
Vancouver cement facility also contributed to the 
revenue increase. In 1978 the cement revenue 
increase resulted from high demand in Alberta which 
was met in part by purchases from producers in 
Eastern Canada. 


The high level of activity in the British Columbia forest 
products industry was the main factor in marine 
revenue increases in both 1979 and 1978. Revenues 
in 1979 also benefitted from increased salvage activity 
on the Great Lakes and in U.S. coastal waters and 
from the termination of overseas marine joint ventures. 
Financial services revenues decreased in 1979 and 
increased in 1978 primarily as a result of a significant 
sale of a venture capital investment in 1978. 


<> 


VW 


Revenues from California real estate joint venture 
financing activities remained constant after an 
increase of $9 million in 1978, the first full year of 
operations. 


The increase in 1979 and decrease in 1978 inter- 
category revenues are attributable to the amount of 
work performed in each year by the construction 
division for the cement and land divisions. The 
construction division is the general contractor on the 
Edmonton cement plant expansion and, in addition, 
performs servicing work for the company’s land 
development divisions. The construction division also 
increased revenues from third party contracts by $16 
million in 1979 and $39 million in 1978. 


Cost of Sales and Services 

Cost of sales and services was 67.7 percent of 
revenues in 1979 compared to 68.1 percent in 1978 
and 69.1 percentin 1977. This decreasing trend results 
from increased contribution in 1978 and again in 1979 
of income from the Alberta land partnership, California 
real estate financing joint ventures, non-consolidated 
financial services subsidiaries, and the minority 
investment in The Flintkote Company, all of which are 
included on the equity method of accounting. These 
reductions were partially offset by 1978 losses on 
international marine joint ventures and Eastern 
Canadian construction operations and by increases in 
building materials and cement costs in both years. 


Expenses 

Before an unrealized foreign exchange gain of $7.5 
million in 1979 and a loss of $3.4 million in 1978, 
selling, general and administrative expenses 
increased by $12 million or 10 percent in 1979 and by 
$18 million or 18 percent in 1978. In 1979, continued 
volume-related increases in United States land and 
housing operations and additional corporate profes- 
sional services costs resulted ina $12 million increase 
compared to a $10 million increase in 1978. Lower 
venture capital activity and disposal of building 
material and cement operations in Eastern Canada 
offset 1979 inflationary and volume-related increases 
in Western Canadian building materials and construc- 
tion operations. The balance of the 1978 increase 
relates primarily to administrative costs during con- 
struction of expanded cement capacity, housing 
volume increases in Western Canada, and greater 
outside service costs of a general corporate nature. 
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Depreciation, Depletion and Amortization 
Depreciation, depletion and amortization decreased 
by $11 million in 1979 after a $16 million increase in 
1978 primarily as a result of $13 million of additional 
1978 depreciation to reflect the reduced utility of the 
international marine fleet and of chemical facilities at 
Maitland, Ontario, and 1979 building material depre- 
ciation of $2 million for reduced estimated useful life of 
a quarry. Additional 1979 depreciation, related to 
increased Western Canadian cement division capital 
expenditure and construction activity, was offset by 
reductions resulting from the disposal of revenue 
property and Eastern Canadian building material and 
cement operations. In 1978 reduced depreciation from 
the sale of certain revenue properties partially offset 
the effect of increased capital expenditures in Western 
Canadian cement and marine divisions. 


Interest Expense 

Total interest expense was $65 million in 1979 and $50 
million in 1978. Higher interest rates and the cost of 
financing increased investment in financial services 
subsidiaries and other United States operations were 
the primary factors in the increase. Interest expense 
increased slightly in 1978 with increased rates and the 
cost of financing expanded United States operations 
and cement investments in Western Canada offset 

by reductions in Canadian land and housing and 
revenue property financing costs. 


Income Taxes 

The effective income tax rate in 1979 was 34 percent, 
down significantly from 45 percent in 1978. The lower 
rate in 1979 is the result of a reorganization of the 
Canadian corporate structure over the past three 
years as well as the lower tax rates applicable to the 
income of Genstar international finance subsidiaries. 
In addition, the after-tax equity consolidation of the 
income of certain financial services subsidiaries and 
the proportionate Genstar share of income of The 
Flintkote Company has reduced the income tax rate. 


The company’s expansion program into the United 
States is funded through international finance sub- 
sidiaries. These subsidiaries earn interest income, 
which is taxed at lower rates, by lending funds to 
United States subsidiaries to finance their expansion. 
Some of the income earned by these international 
subsidiaries would be taxed if repatriated to Canada, 
but with an ongoing major expansion in the United 
States, it is unlikely that the income will be repatriated 
in the near future. 


A 
<a> 
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In 1978, income from international finance sub- 
sidiaries was more than offset by losses incurred in 
international marine operations. Upon termination of 
these operations in early 1979, the income from 
inter-market financing resulted in a significant 
increase in income tax at lower rates. 


Genstar anticipates continued expansion in the United 
States in the future, to be financed by both operating 
cash flow and inter-market financing. The recently- 
completed acquisition of Flintkote and the funds 
required to finance their medium-term capital expend- 
iture program will result in a reduced income tax rate 
into the future. 


Common Stock 

Information in the accompanying graph has been 
restated to reflect the 1979 two-for-one common stock 
split. Common shares are listed on the New York, 
Toronto, Montreal, Alberta, Vancouver, Brussels, 
Antwerp, Zurich, Geneva and Basel exchanges. There 
were 27,380,000 common shares outstanding at 
December 31, 1979, of which 22,210,000 were 
registered in the name of the holder and the balance 
were in bearer form. Of the registered shares, 59 
percent were owned by Canadian residents, 9 percent 
were owned by United States residents and 32 


mmon Stock Price range 

a (TSE) 
Book Value ENS 
Closing price ® 
(Dec. 31) 


1979 


1975 1976 1977 1978 


fas) 


percent were owned by others, primarily resident in 
Europe. The company believes that the bearer shares 
are generally owned by European investors. 


Quarterly trading volume and market price range 
information for 1979 and 1978 is included in Note 19 to 
the Consolidated Financial Statements. 


Preferred Stock 

The Series A, B, and D preferred shares were issued in 
exchange for shares of subsidiaries. The Series B and 
D preferred shares are listed on various Canadian 
stock exchanges, and the Series A shares are not 
listed. Trading volume in 1979 for the Series B and D 
shares was minimal. 


There are four series of second preferred shares 
authorized for issuance, two of which were issued 
prior to December 31, 1979. No other shares ranking 
prior to the second preferred shares as a class can be 
issued without the authorization of the second 
preferred shareholders. The Series A second prefer- 
red shares were privately placed with a Canadian bank 
in 1978, and the SP-79 second preferred shares were 
issued to officers and other employees of the company 
under the terms of the 1979 Stock Purchase Plan. 
Refer to Notes 11 and 12 to the Consolidated Financial 
Statements for further information concerning these 
shares. 


The Series B second preferred shares were issued on 
January 9, 1980, in an exchange for the shares of U.S. 
Rubber Reclaiming Co., Inc. The 439,181 shares have 
been listed on the New York Stock Exchange. 


The Series C second preferred shares were issued 
pursuant to a public offering in Canada on February 
14, 1980. These shares, designated as voting 
cumulative convertible redeemable second preferred, 
were issued at $31.50 each and bear an annual 
dividend of $2.35 payable quarterly. The 3,000,000 
issued shares are listed on the Toronto and Montreal 
stock exchanges. 


INDUSTRIAL CATEGORIES 


inter-Category Revenues 

Sales of goods and services between categories are 
at market price. Industrial category revenues include 
inter-category revenues of $104 million in 1979 and 
$84 million in 1978 which are eliminated from 
consolidated revenues and cost of revenues in the 
company’s consolidated statements of income. 


Joint Venture Income 

Included in third party revenues is the company’s share 
of the income of joint ventures, subsidiaries and 
investments accounted for on the equity basis. In 
1979, $18 million of such income is included in the 
revenues of the housing and land development 
category and $23 million in the revenues of the 
financial services category, compared to 1978 
amounts of $11 million in each category. 


The Flintkote Company 

The operating income and net assets of Flintkote are 
not included in results by industrial category on pages 
32 and 33 because Flintkote became a subsidiary 
effective December 31, 1979. The investments cate- 
gory, however, includes on the equity method of 
accounting the investment cost and proportionate net 
income of Flintkote from the third quarter of 1978 to the 
end of 1979. 


Capital Expenditures by Industrial Category 
(millions of dollars) 


Building materials 


Marine 


Cement 


1976 $89.7 


> 


V 


Interest and General Corporate Expenses 

Interest expense is allocated in proportion to the 
average annual debt outstanding determined by 
applying representative total debt to equity ratios in 
each category. Unrealized foreign exchange transla- 
tion gains and losses are included as general 
corporate costs and are allocated in proportion to net 
assets denominated in foreign currencies. Other 
general corporate expenses are allocated in propor- 
tion to the average net assets of each category. 


Operating income of the categories is calculated 
before the deduction of these expenses and, accord- 
ingly, is greater than consolidated income before 
income taxes by $82 million in 1979 and $75 million in 
1978. 


$107.1 1978 $52.8 1979 $106.1 


Financial Data by Geographic Area 
(millions of dollars) 


Revenues Operating Income Identifiable Assets 


1976 1977 1978 1979 1976 1977 1978 1979 1976 1977 1978 1979 


$723.6 | $810.0 | $898.5 | $961.0 Ime $139.8 ff $158.9 | $155.1 | $185.0 fem $1071.2 #$1039.2 | $977.9 1 $1066.3 
1335.1 
ee 514.8 
: 303.6 
44. 
mragest C2 aoe 210.0 
97.9 vv 134.0 


$821.5 $981.1 $1,143.0 $1,264.6 $151.2 $185.1 $223.3. $269.3 $1,205.2 $1,249.2 $1,492.7 $2,401.4 


Canada & Other 


United States 


Net Assets Return on Net Assets 

Net assets consist of the identifiable assets less Return on net assets is the performance measure- 
non-interest bearing liabilities of each category. ment obtained by dividing net income before interest 
General corporate assets of $36 million in 1979 and expense less applicable income taxes by net assets. 


$22 million in 1978 are allocated to each category. Net 
assets are financed by interest-bearing debt, deferred 
income taxes and shareholders’ equity. 


Identifiable Assets by Industrial Category 
(millions of dollars) 


Financial services 


Investments 


Building materials 


Cement 


Housing and 
land development 


1976. $1,205:2: 1977 $1,249.2 . 1978 $2,401.4 
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RESULTS BY INDUSTRIAL CATEGORY 


For the five years ended December 31, 1979 
(millions of Canadian dollars) 


REVENUES 
Third Inter- 
Party Category Total 
Building Materials 
Production of ready-mix concrete, concrete blocks, concrete pipe, 1979 Fee ae $273.6 $150 $288.6 
sand, gravel, classified aggregates, lightweight aggregates, precast O78 som niee 2934.5 16.2 250.7 
concrete structural and architectural components, precast concrete 
ile y descaaeuesi anion ed 1977 220.6 18.9 239.5 
197 G2o ee 205.3 aiica 222.4 
1975 ee 177.9 14.4 192.3 
Cement 
Manufacture of normal portland cement, oil well cement, high early 1O7 9 eer i. $138.2 $ 40.8 $179.0 
strength cement, masonry cement, sulphate-resistant cement and 10 /7Qteee ee 119.0 39.0 158.0 
SA att: (ere, ae 97.0 -- 366 = 193.6 
TOL OU AG hoe 90.3 37,6 127.9 
AOS sae tree 80.5 30.9 111.4 
Housing and Land Development 
Construction of single-family, duplex and townhouse-units; manufac- GV AS aera $461.5 See $461.5 
ture of pre-assembled sections and component packages for the 107 Stee 404.1 ao 404.1 
construction of residential units; condominium conversions; develop- 1977 3727 9 372.9 
ment of residential, commercial andindustrialland;shoppingcenter = = '¥%% «::++:: : ; : 
development. 1976 ieee 245.9 4 246.3 
fT eerie ae 156.3 = 156.3 
Construction 
Installation of municipal utility services, including water, sewer and TR VA Be Arage $158.4 $ 46.8 $205.2 
lighting systems; street and road construction and paving; artificial 1978 142.8 27.4 170.2 
lake construction; townsite development. Construction of hydroelec- J J 9 7 7 164.7 
tric dams, electrical power generating stations and transmission lines, 1977 ....... 104.0 60. : 
highways, bridges, airports and major industrial plants; mine site NESW Soa cee 12173 31.2 152.5 
development. 1975 see ee 123.6 22.8 146.4 
Marine 
Tug and barge transportation; ferrying; berthing; lighterage; salvage; TOV Ore teas: $112.1 Se $113.6 
pollution control; shipbuilding and ship repairs; specialized ocean and 1978 86.4 14 87.5 
river transportation. Marine transportation worldwide ofheavy-liftand 4-7 9° ; 
modular cargo. 1977 Bee fe ileal 68.6 6 69:2 
1 OG eee 62.0 4 62.4 
TOPO se nee 61.3 ee 61.5 
Financial Services 
Mortgage banking; rental of electronic test and measurement TO7G eo ©. 30/3 $.- = $ 30.3 
equipment; real estate joint-venture financing; venture capital 40/78 oo oe 60.7 si 60.7 
investment; thrift and loan operations; title insurance and escrow 2 20.9 
services; property and casualty insurance; marine financing. 1977 ....... 0.9 = : 
19/62 er ee 16.3 = 16.3 
TREACY pet poet 8.8 = 8.8 
Investments 
Manufacture of nitrogen-based chemicals and fertilizers; equity IGiO a sees 9:90.55. bo = $ 90.5 
investmentin The Flintkote Company; operation and sale of 1978 95.5 = 95.5 
commercial and residential properties in 1976 through 1978; import = 4a, | 
and export of semi-finished metals and industrial minerals until early 1977 ....... 97.3 me 97.3 
1978. LOZ OR 80.4 — 80.4 
OT Siemens 15.9 - 75.9 
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COSTS AND EXPENSES 


Interest 


Income 


Provision 


Return on 
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Cost Selling, Depreciation, and General before for Net 

of Generaland _ Depletion and Operating Corporate Income Income Net Net Assets 
Sales Administrative Amortization Total Income Expenses Taxes Taxes Income Assets (Percent) 
$221.4 $ 19.1 Sabla. O $252.4 $ 36.2 Ay leis) a ES) anp Pe) $ 20.1 $148.6 15.2 
188.8 16.8 Shs) 214.9 35.8 7.4 28.4 9.8 18.6 148.2 14.4 
178.6 16.5 a2 204.3 35.2 6.3 28.9 11.6 17.3 15172 13.0 
166.5 15.8 7.9 190.2 32.2 evs 20:5 11.4 15.1 145.0 12.1 
143.7 11.4 6.7 161.8 30.5 5.3 202 a 20 14.2 134.1 12.2 
$130.4 Ore Saar $147.7 $ 31.3 $ 11.4 $ 19.9 $ 7.5 $ 12.4 $225.9 6.9 
143:3 11.4 6.6 ie Miere) 26.7 9.4 W7a3 O2/, 10.6 203.5 6.9 
92.4 hi 5.8 109.4 24.2 6.2 18.0 ae 10.8 183.3 Tee 
86.0 10.8 6.0 102.8 25.1 3.9 i ees 9.1 12.1 A154 12.3 
{1.6 7.4 5.8 90.8 20.6 3.1 fe) 7.4 10.1 Sir 13.9 
$293.7 $ 46.6 poe tef, $342.0 $119.5 $ 42.1 $ 77.4 $ 29.6 $ 47.8 $556.0 hace 
2OG: f 36.5 ils) 291.7 112.4 38.2 74.2 35.1 39.1 497.1 11.2 
264.1 S12 9 296.2 76.7 31.6 45.1 22.6 22.5 434.1 8.2 
162.9 21.0 1.0 184.9 61.4 2 ler 3957 20.3 19.4 390.6 Med, 
107A 19.1 8 de (0 29.3 dei G ‘te: 103 8.2 164.2 8.2 
$177.8 eta eee) $ {7.6 $194.7 $ 10.5 ne a aie Were) oe es) Sme4:5 $ 40.1 13.5 
160.7 Te) 6.3 174.9 (4.7) EN (6.8) (3.4) (3.4) 41.0 (6.3) 
138.8 8.1 5.8 13247, 12.0 Ape 10.3 4.8 3:0 36.4 16.8 
124.6 9.0 Gro 140.1 12.4 Me) 10.8 ep} 5.5 36.9 16.8 
127.0 ale 6.6 139.1 7.3 1.9 5.4 id ff Zi Sou 10.9 
Sei Deon, aera $ 89.5 $ 24.1 Ray See) p20 $ 6.9 $ 10.7 $ 94.0 13.8 
Boe} 5.8 VANS, 82.6 4.9 6.8 (1.9) 5 (7.0) 87.2 (4.8) 
46.7 5.3 6.8 58.8 10.4 6.7 oar} 3.8 (0.1) 103.1 2.4 
42.4 4.1 St S16 10.8 SEs) 5.3 1.9 3.4 94.8 6.3 
45.0 ahe 4.2 54.7 6.8 3.8 3.0 of 2.8 TOM 5.9 
peel. $ 3.4 $ re $ 49 $ 25.4 $ 49 $20:0 $ 4.5 $ 16.0 $189.5 9.4 
15.6 7.9 a PG NE 37.0 3.2 33.8 SA 20.7 92.2 23.5 
9.0 1.4 ve 10.3 10.6 1.6 9.0 3.2 5.8 3220 19.4 
7.4 1.8 4 9.3 7.0 9 6.1 Pa 4.0 30.1 14.6 
5.3 3 = 5.6 3.2 8 2.4 9 1.5 17.5 10.3 

$ 59.9 $ 4.8 an S.O $ 68.2 Seeeus Ne SPS) $ 16.4 $ 43 $ 12.1 $107.4 13.1 
64.5 5.8 14.0 84.3 11.2 7.6 3.6 6 3.0 138.3 4.2 
65.3 10.4 5.6 81.3 16.0 10.0 6.0 3.4 2.6 123.6 5.7 
62.0 10.7 5.4 78.1 2.3 9.1 (6.8) (3.0) (3.8) 225.5 H 
541 4.4 ods 60.6 15.3 2.5 12.8 5.1 7.7 66.1 13.2 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


For the years ended December 31, 1979 and 1978 


The following accounting policies conform with those 
generally accepted in both Canada and the United 
States. 


Consolidation 

Subsidiaries are consolidated either from the date of 
acquisition on the basis of purchase accounting or 
retroactively on the basis of pooling of interests 
accounting. Financial services subsidiaries are 
accounted for on the equity method because their 
financial structure and operations differ significantly 
from the company's other businesses. 


Investments in joint ventures are accounted for on the 
equity method with the company's share of income 
included in revenues. 


Foreign Exchange 

Accounts in foreign currencies are translated into 
Canadian dollars. Monetary assets and liabilities, 
including long-term debt, are translated at the current 
rate and non-monetary assets and liabilities, includ- 
ing inventories, are translated at historical rates, with 
the resulting exchange gains or losses included in 
income. 


interest Costs 

Interest costs related to housing and land develop- 
ment inventories and the construction of fixed assets 
are charged to income as incurred. Interest costs 
related to specific debt used to finance long-term 
development land are capitalized. 


Inventories 

Inventories are valued at the lower of cost or net 
realizable value. Cost of manufactured goods is 
determined principally at average and includes all 
overhead elements except depreciation. Cost of land 
and housing inventories is determined on a specific 
item basis and includes services such as roads, 
sewage and water systems on land under 
development. 


Land inventories are those parcels which are expected 
to be sold within the five-year operating cycle of the 
land development business. 
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Development Land and Mortgages 

Development land is stated at cost, including property 
taxes and interest on specific debt, and comprises 
land which is not expected to be sold within the five 
years subsequent to the balance sheet date. 


Fixed Assets 

Properties, plants and equipment are carried at cost. 
Expenditures for additions, improvements and renew- 
als are capitalized and expenditures for maintenance 
and repairs are charged to income. When assets are 
sold or retired, their cost and accumulated deprecia- 
tion or depletion are removed from the accounts and 
any gain or loss resulting from their disposal is 
included in income. 


Depreciation of plants and equipment is provided by 
annual charges to income on the straight-line method 
based on estimated useful lives ranging from 20 to 40 
years for plants and from 5 to 25 years for equipment. 
Mobile equipment depreciation is based on time 
utilization after allowing for estimated salvage value. 
Depletion of quarries and gravel deposits is calculated 
on the unit of extraction method. 


Investments 
Portfolio securities are valued at the lower of 
aggregate cost or net realizable value. 


Revenue Recognition 

Revenues from the sale of manufactured products and 
housing units are recognized upon passage of title to 
the customer which generally coincides with their 
delivery and acceptance. Revenues from the sale of 
land are recognized in the period in which the 
transactions occur provided the earnings process is 
complete and collectibility of the proceeds is reason- 
ably assured. Revenues from the sale of revenue 
properties are recorded net of the related cost. 


Revenues from construction and shipbuilding con- 
tracts are recognized on the percentage of completion 
method and any losses are provided for as they 
become known. Claims for additional contract com- 
pensation are not recognized until resolved. 


CONSOLIDATED STATEMENTS OF INCOME <a> 
For the years ended December 31, 1979 and 1978 < y 
W 


(thousands of Canadian dollars) 


NOTE 
REFERENCE 1979 1978 
PIO VOPUCS see srr e, ya eh er te ey elt cere eee Beak ie 1,264,551 1,143,042 
Costs and Expenses 
Sood CS aliC SeIViICOS ue Gr eae on kits Sk ee eeene Geek ed ees 856,109 778,054 
selling, general and-administrative 02.3. fen ics wee oo awe dee ia 7, 116,955 116,267 
Depreciation, depletion and amortization ................0.00 eee 6 39,079 50,181 
HcreseOn Ong tenth Gevt vce. are see oat uc onl ce 34,217 26,036 
OYE Tey LTA GT (ape) Cone CANNED gs er aC gee a A re 30,965 23,896 
1,077,325 994,434 
Income Before Income Taxes .................. 0.00.0 e eee eee 187,226 148,608 
Provision for income taxes 15 
Ce Il Meme eee ee) Se ge a ae Ma ir, MR Nar cg A (ime rn lat aha Be 43,000 40,300 
DSS Tate hu FSS, eS 0 Re ee ale ee SR ear OM an a evga ene anaes Tee 20,600 26,700 
63,600 67,000 
NEU MICOMETOF NOs Cal ohare nls oo ee SE es $ 123,626 $ 81,608 
Net Income per Common Share 16 
Canadian Method SERS Ct Dale ek geen perme bn EM bree tr esta te, Skee ane $ 4.21 $ 3.02 
Pullwonuied sacri tite te eile eee! 3.96 2:87. 
PEC States MeETIOG » PIIMATY Woes ses sect. erste eee fe ain os 4.16 3.00 
PUY dIUTed airs enter teat cr caer nee 3.98 2.90 
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CONSOLIDATED BALANCE SHEETS 


As at December 31, 1979 and 1978 
(thousands of Canadian dollars) 


1979 1978 
Assets 
Current Assets 
Gash and term G@pOSsitS 232 icwe so sateen te cca ene ries ere eae eee 65,926 12,863 
Accounts receivable ase as uiei oaks oo ata dene tae eee ee 408,659 278,075 
Net assets helditorsale: 2). chs ccs. oe a cinerea eee rene eee - PIELER ET 
lAVENTOMeS oR a Es ice ae oe ee ae 625,633 462,372 
1,100,218 (el feylesey/ 
Development Land and Mortgages .........................04- 115,557 110,014 
Investments) 321s a ee eth ee oe eee 244,562 LOM Gul, 
Fixed Assets 
Properties, planis and equipment 2.75 so. 0) tae eee een 1,447,510 626,429 
Accumulated depreciation and depletion ...............2...+.00-: 544,755 243,397 
902,755 383,032 
Intangible Assets =. sac. c jo aeds one pea ee 38,282 36,250 
$2,401,374 $1,492,700 


On behalf of the Board 


Director Anger LG Vib Uo bee 
Director DE eS es, 
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NOTE 


REFERENCE 1979 1978 
Liabilities 
Current Liabilities 
SHOEI DOLLOWINNGS eam memremet m the Po ke de 8 229,942 169,738 
PCEOUDISIDG Vac mamma imnn M och onen ce tees ee 1 324,369 171,037 
COUCH ANG ster ean any Meroe etn rp ey ce Ly ase ee 15 73,701 36,432 
Advances relating to housing and landinventories ................. 9 127,465 103,818 
Curent ooo ofiond-term debts ee oko eve cow ee 10 45,392 25,976 
800,869 507,001 
PONG el WCDtrr mere ean me eye ctr Mr... Gi gu evs aalee unas 10 684,035 236,545 
DeTErrEC EVEN UC wee eo owe va ld als 14 90,938 VA be ksle) 
DWEIEITECINCOMG |AXCS se eee re ere ay wate ewe 15 183,900 115,300 
1,759,742 936,602 
Capital Stock and Retained Earnings 
BIelerred SUALCS He et ee ae ER hee hes Od oe ee a wa Oa eS 11 8,631 10,291 
Series A Redeemable Preferred Shares ........................ 12 120,000 120,000 
Common Shares and Contributed Surplus ..................... | 186,069 180,196 
MOtaINGG Callin GSe meme stats is wie eis Shek wonseH ole mie wk alin 326,932 245,611 
$2,401,374 $1,492,700 
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CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


For the years ended December 31, 1979 and 1978 
(thousands of Canadian dollars) 


NOTE 
REFERENCE 1979 1978 
Source of Funds 
Net income for the year oo)... o.oo ee ee 123,626 81,608 
Items not affecting funds 
Depreciation, depletion and amortization .................... 6 39,079 50,181 
Gain on sales of revenue properties and fixed assets .......... (5,335) (10,279) 
Deferred iIncometaxes 23 es te ee eee 15 20,600 26,700 
Non-cash gain on sales of investments ...................... = (24,849) 
Deferred reveniiern kia ee ou ey fou yee nee eae (10,901) (12,223) 
Other. 5 site eee by eee a SO ne een ete oe (10,449) 5,056 
Funds from-operations: <2... Soa Pe te ee 156,620 116,194 
Sale or reduction of 
Invesiments: 225s see = Se ee ee ere 43,196 30,098 
FIXEd ASSCTS ies ae ee ei ar owe oe 20,219 44,798 
Development land’and mortgages 22 2-5 co eee 23,278 76,641 
Issue of 
Long-term debttss rie, Sree Sa cae ee 395,498 ti.29) 
Capital stock (isgiineeire set er ean tes ee ee eee 4,213 128,214 
Formation of partnership: owes e oe ees ee = 97,713 
643,024 570,949 
Application of Funds 
Acquisition of subsidiary’ =... 22. 6. 3. 2e0 oe ee 1 183,801 — 
Purchase of 
Investments ee ef 2 So eS ee eee oan oe te ere: 4 158,462 136,448 
FIXER ASSOTS Fee ss eas a wm RR Se 106,136 52,832 
Developmentiand and mortgages ...........-... 20. -00-5- 24,966 43,612 
Payment or reduction of 
Long-termdebt ner. oe ect ileas Hache al eae ee 96,591 156,026 
Divid@ndsS vectors Fo a ee ee ee 42,305 21,953 
612,261 410,871 
Working Capital 
Increase for the year oh ee ee ee eae 30,763 160,078 
At beginning of year 22sec. se ee ee ee 268,586 108,508 
Atend of year. 2ica8 ede) ee ee ee $ 299,349 $ 268,586 


CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


(Continued) 


W 
NOTE 
REFERENCE 1979 1978 
Changes in Elements of Working Capital 1 
Current assets /ncrease (Decrease) 
Pashranenienn CepoSitGi wart eae mace wie sone ite tia 53,063 (12352) 
POCO SCCCIVAD Gin. ema ime tuner, A Ta lud-t> Seremban hy ee sage My 130,584 39,759 
Neutosets neldionsalemern (ea tier a: oe ee Sena ee (22,277) Cereus 
id METAL OTE Che co tie 2 Secale Rn Re PC eae a 163,261 132,228 
324,631 192,912 
Current liabilities Increase (Decrease) 
SOM ton DOLOWINGS maiame aeray aig a Oe ee ae a ee 60,204 16,651 
PICCOUI SAV AD Canemcna® Wa mek Oger i nett. il rbte ural a(t See reer ae We 153,332 lure 30) 
POC OR RCnt AX CGtmac ier wen, tT ees ares Rah ci Mts ans Ua eRe. 37,269 5,241 
Advances relating to housing and landinventories ................. 23,647 12,634 
Unt pOrior of longterm debi eect aa cee eee ees 19,416 (18,922) 
293,868 32,834 
Increase in working capital forthe year ........................ $ 30,763 $ 160,078 
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 
For the years ended December 31, 1979 and 1978 
(thousands of Canadian dollars) 
1979 1978 
Balance—beginning of year... . 2. 62. ee cee tees 245,611 185,956 
ING UICOMIO TORING V CAI MS vine scans atic on, wMibtntea’ a aatneke eae «aba 123,626 81,608 
369,237 267,564 
Bividends--preferred:shares (a2 hoe tiae 8 5 5G alent Oe Wek eis gud ee 8,338 TAL 
ECHO Sal CS amie 50 cuts husn ter Somer einen Clo aia eaaialoens Gyn 33,967 21,236 
42,305 21,953 
Balance end Of Veal eas ak Sues eee Res ee eR a $ 326,932 $ 245.611 


ee 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the years ended December 31, 1979 and 1978 


1. Business Combination 


VAN 
<em> 
V 


The assets and liabilities of The Flintkote Company 
(Flintkote), a company engaged in the manufacture 
and sale of building materials, lime and cement in the 
United States, have been consolidated on the basis of 
purchase accounting assuming 100 percent owner- 
ship on December 31, 1979. At that date, the 


Details of the acquisition are as follows: 
(thousands of dollars) 


Net assets acquired 


Net tangible assets.at the book value Of Flintkote = 25 sake eae een re eee 
Intangible assets at the Dook value Of FintkOte: ei ee ne ees ee ree 
Allocation of purchase price primarily to fixed assets and long-term debt 
Allocation:.of purchase price to Intangible ASSOtS eerste tt eet re ee ee 


Consideration 


Equity value of original investment purchased in 1978 


Cash tender offer in 1979 
Minority interest acquired in 1980 


Assuming the purchase had taken place on January 1, 
1978, at the same excess of cost over net tangible 
assets and financed by bank borrowings at an average 


company owned approximately 94 percent of Flintkote 
issued shares which were acquired by open market 
purchases in 1978 and by a cash tender offer in the 
fourth quarter of 1979. Included in accounts payable is 
the cost of all of the remaining Flintkote shares which 
were acquired by February 8, 1980. 


349,045 

5,962 

97,710 
(5,962) 


$446,755 


70,045 
348,610 
28,100 


$446,755 


cost of 10% in 1978 and 13% in 1979, the theoretical 
pro-forma consolidated results of Genstar would have 
been as follows: 


Revenues 


Income before unrealized foreign exchange 
Unrealized foreign exchange translation gain (loss) 


Net income for the year 
Net income per common share 


Canadian method —basic 
—fully diluted 


United States method primary sit tie sos Gina <n soe ee eee eine ce 


—fully diluted 
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1979 1978 
(thousands of dollars) 

2,265,300 1,977,600 

SD e al we ossed na GRR eS MER ee 126,100 92,400 
Me ae aig ee 12,300 (7,600) 
$138,400 $ 84,800 

$ 4.75 Sere ea 

4.47 2.98 

4.69 3.12 

4.49 3.01 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


The consolidation of Flintkote resulted in the following changes in financial position: 
(thousands of dollars) 


Changes in net long-term assets Increases in elements of working capital 
Purchase of — Current assets 
Investments andloans........... 14,812 Cash and termdeposits ........... 53,613 
PIX OCaASSClSai rena ac anin. wat at: 460,027 Accounts receivable . 05.42 0...4. 4. 152,307 
474,839 INVENTIONES Se eccthort 4.5 See eee 116,439 
Bi ccarrerermcass 322,359 
Assumption of — Current liabilities 
BOMOSIern Ce bt ics cc. cate cdas at 146,821 ACCOUNES PaVa bles. frm ete roa een 110,887 
Deferred income taxes .......... 47,327 INGOME Taxes Ua we we ude MIN e ty ue 7,420 
Dele recunCcOMe warn iba dstooen sy 26,845 Current portion of long-term debt .... 11,143 
220,993 129,450 
Net long-term assets purchased .... 253,846 Working capital purchased ........... 192,909 
Equity value of original investment. . . 70,045 Net long-term assets purchased ...... 253,846 
Decrease in working capital ........ $183,801 COSvOnaACGuIsitlOn@ visas] aa noan na $446,755 
2. Inventories 1979 1978 
(thousands of dollars) 
FUE SSTATS 3 Ma To fala Ci ta Soo Sak ieee sepe amet aa aan te ome eer mm Ware Wey SOME ere LOSS s tah oteee, 1 ne 123,221 39,714 
fy MCRL T@OO CSS eet Acpe hag a ana etc ated ered iae te Us tobe ie ae alee NMeNG Onan Ie RA eee 130,380 107,982 
PraWaMatenials calc SUDDIGS teased Reale ot gitishe dhe mdb ovdies in ce Manian. recat wai tae. che 65,270 29,384 
GARIOE . 6 05 os SORE Ree od RA ee ia i Ni Oe Pete er enn Peery MU ged TO Eg 287,872 274,219 
Maintenance and fepall DANS wee sian ssa ciniate, He he ovat ara gets subtest ee Reece ae 18,890 11,073 


$625,633 $462,372 


Land inventories include raw land of $156,448,000 at December 31, 1979 and $189, 796,000 at December 31, 1978. 


3. Development Land and Mortgages 1979 1978 
(thousands of dollars) 

EN IOOME ML IAIIC Were erals erates Marylee tiie 1s 0th siaic? arata Al saptntosts a oaem oerde eS aoa) ia est 73,669 163219 

Mortgages andloans receivable .......... 5 cern e eect eee ces 41,888 33,195 


$115,557 $110,014 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


4. Investments 


Portfolio securities at cost. so. 2 es eg eee ee 
Non-consolidated financial services subsidiaries —at equity (Note 5) ................ 
Joint ventures—atequity (Note 5) 52.5 ne eee ee ee ee 
Investment in The Flintkote Company —at equity (Note 1).......................0.. 
Advances .to stock purchase plans)-ci2 5 hse. tas een ce ee err eee 


Portfolio securities include marketable investments of 
$39,581,000 at December 31, 1979 and $33,040,000 
at December 31, 1978 with market values of 
$63,000,000 and $48,000,000, respectively. 


During 1979, the company acquired for cash all of the 
outstanding shares and long - term debt of Westmor 
Corporation in full at a cost of $59,500,000, which 


exceeded the net book value of underlying net tangible years. 


5. Non-Consolidated Subsidiaries and Joint Ventures 


\/ 


The company has several non-consolidated financial 
services subsidiaries and is a partner in a number of 
incorporated and unincorporated joint ventures which 


The following is a summary of the net assets and operations of these investments : 


Non-Consolidated Financial Services Subsidiaries 


Net assets employed 
Cash and accounts receivable.................-.05. SY Bi Natron Na Sea 


Working: capita sot. . c2r eed seo cata ven secre oe ee ae eae ea Veer eI te 
Mortgages, fixed assets, investments andintangibles ................-..+++-05- 


Financed by 
Long-term debt:and deferred income taxes 7.4 ec ss ee ee 
Advances: by, the company vie cine fea a eats et oe eens ee ee eee 
Shareholders equity = kismet 5 hike aes lasd ie aes te ete oe ce re eee eae eae 


Operations 
FROVOMUCS tps Reet ae pe Meareccl tg ohn aueag cA Gee capsmhok Feet ast ape le en ee 
EXDONSOS ie Sater ayn leo ee ra a Pu calerg ene tm aateen toh ee eas ere ae aes ep 


Net income forthe yearie ernie eeu hee cite a nee ere ae 
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1979 1978 
(thousands of dollars) 

69,706 50,087 

112,420 21,250 

49,655 45,406 

- 61,935 

12,781 9,139 

$244,562 $187,817 


assets by $8, 700,000. Including this acquisition, the 
equity value of financial services subsidiaries exceeds 
the underlying book value of net tangible assets by 
approximately $24,000,000. This amount relates to 
the excess of investment cost over book value of net 
tangible assets at the date of acquisition and is being 
charged against income over periods of up to forty 


are engaged in land and housing, construction, mixed 
fertilizer and financial services activities. 


1979 1978 
(thousands of dollars) 

91,019 18,341 
62,586 21,173 
28,433 (2,832) 
91,247 22,838 
$119,680 $ 20,006 
11,668 10,521 
35,214 = 
72,798 9,485 
$119,680 $ 20,006 
52,986 1,716 
46,569 1,606 
$ 6,417 $ 110 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


<-> 


Joint Ventures 


Net assets employed 
Accounts receivable and inventories 


WV OUK IG Ca pital esiten cota wee ite cane ced Ye tcl! 
Development land and properties and fixed assets 


Financed by 
Mortgages on development land and properties ... 
Equity and advances by other partners 
Equity and advances by the company 


Operations 
Revenues 
Expenses 


Income before income taxes .................-. 
Allocation of income 
Bi ewoAlIMe (See here ins stn elds meee 
AOTC) OETA? 2 oS cee nen een en ae es 


As a general partner in certain unincorporated 
ventures, the company is contingently liable at 
December 31, 1979 for the other partners’ share of 
liabilities of $67,000,000 and, as a limited partner in 
other ventures, is guarantor of partnership liabilities of 
$53,000,000. 


In addition, the company has agreed to purchase land 
from a partnership in sufficient quantities to enable the 
partnership to meet its principal and interest require- 
ments on certain loans if the partnership is unable to 


6. Fixed Assets 


i) Mey Seana) iio: fw Sim’ et) Un) uo mj a) e. cay ieH is (vim aie!'e calilel ce. mow, iw) Uw 


> 

W 
1979 1978 

(thousands of dollars) 
395,177 305,149 
286,905 198,221 
108,272 106,928 
146,389 166,533 
$254,661 $273,461 
135,931 161,262 
51,710 44,531 
67,020 67,668 
$254,661 $273,461 
335,669 209,792 
269,658 168,312 
$ 66,011 $ 41,480 
28,207 18,149 
37,804 23,331 
$ 66,011 $ 41,480 


do so from its own resources. At December 31, 1979, 
these loans bearing interest at 9.75% amounted to 
$109,000,000 (including U.S. $90,000,000), mature to 
1993 and require the following payments of principal 


over the next five years: 


1980-$596,000; 1981-$595,000; 1982-$541,000; 
1983-$5,578,000; 1984-$10,645,000. 


In general, liabilities of joint ventures are secured by 
pledges of the related assets and at December 31, 
1979, assets exceeded liabilities in joint ventures. 


1979 


1978 


BIA MUSILCS Hee eet Pri yet aa neue ots 2 2 aae: 


Quarries and gravel deposits 
Sit fa ete inca Bich. Se caer eee Oe ace aa ae re 


Machinery and equipment .............0...--+..5-. 


Plant sites, buildings and machinery and equipment 
include capital leases in the amount of $103,000,000. 
Included in 1978 depreciation expense is an amount of 


Accumulated 
Depreciation 


Accumulated 
Depreciation 


Cost and Depletion Cost and Depletion 

(thousands of dollars) 
a 39,170 - 16,176 — 
re 60,990 10,170 15,261 3,286 
ae 242,795 93,032 93,669 43,637 
.. 1,104,555 441,553 501,323 196,474 
$1,447,510 $544,755 $626,429 $243,397 


$13,000,000 reflecting the reduced utility of certain 
assets of the chemical and international marine 


divisions. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


IN 
<> 
PO ESS 


(Continued) 


7. Intangible Assets 1979 1978 
(thousands of dollars) 

Intangible.assets arising from ACQUISITIONS? ws sy cae ete ee eee 34,596 34,386 

Debt GiSCOUNE agian a ior econ dake 2 eee ery ee te on ee cee eee 3,686 1,864 

$38,282 $36,250 


The cost of intangible assets arising from acquisitions 
subsequent to November 1, 1970 amounted to 
$3,272,000 and accumulated amortization thereon, 


$605,000 at December 31, 1979. Unamortized 
intangible assets are charged to income in the event of 
diminution in value. 


8. Short-Term Borrowings 1979 1978 
(thousands of dollars) 

Bank advances: si. 555 eid Sh kaa ena a eo Ga reer 224,026 126,574 

Short-term: promisSOry MOtesis5.c.s5 2% cna eet eae ceete 5,916 43,164 

$229,942 $169,738 


Bank advances include $139,000,000 of borrowings 
under the U.S. $350,000,000 term loan facility used for 
the acquisition of Flintkote. At December 31, 1979, 
bank lines of credit including those of non- 
consolidated financial services subsidiaries 
amounted to $490,000,000, including $75,000,000 
maintained for the issue of short-term promissory 
notes authorized in the same amount. Commitment 
fees on the bank lines are not material. Average 


9. Advances Relating to Housing and Land Inventories 


short-term borrowings outstanding amounted to 
$190,700,000 during 1979 and $176,000,000 during 
1978 and the maximum outstanding at any month-end 
was $247,300,000 in 1979 and $227,500,000 in 1978. 
Short-term borrowings bear interest at rates which 
approximate prime lending rates. In addition, at 
December 31, 1979, Flintkote bank lines of credit 
amounted to $78,000,000 of which no significant 
portion was used during the year. 


Included in advances relating to housing and land 
inventories is $59,742,000 at December 31, 1979 and 
$41,797,000 at December 31, 1978 representing the 
outstanding balances of the purchase price of 
development lands which are payable over periods up 
to five years. 
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The remaining advances of $67,723,000 at December 
31, 1979 and $62,021,000 at December 31, 1978 
represent financing on residential houses included in 
work in process and finished goods inventories, which 
will be repaid upon sale. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


10. Long-Term Debt 1979 1978 
Current Current 
Portion Total Portion Total 
(thousands of dollars) 
Debentures 
Olay OUCH OCOt eka suet eee: peri me nest ete 20,000 20,000 - 20,000 
io sinking tund due in 1981 (U.S: $7,541) .2.......... - 8,898 = = 
fer Ue OMLOSIKU o30231/05) meee eee te a es 1,180 28,043 1,200 30,000 
6'/2% convertible due in 1988 (U.S. $14,400) .......... - 16,992 - 17,280 
HOF oOUeTOMO89 (US: 948.850) 5, mo ae ee ee eee 2,360 57,643 = = 
ee coe eOn OO opm. tener Sal elem ot) doer be te Pi ae 1,500 22,452 1,500 25,452 
11% sinking fund due to 1996 (U.S. $30,965) .......... 1,906 36,539 — = 
{PHAR lO (2 (aig AS 12 aihy oe 2 cad eee Bes re Raitt eee ne A ne 2,500 50,000 2,500 50,000 
HO ero UC AOCL O99 fia, Sse u ce Pe tac eB on Meenas - 50,000 _ = 
Mortgages 
57/g% to 8% first mortgage sinking fund bonds due to 1988 1,380 4,564 1,550 15,906 
6% to 10'/2% mortgages on development land 
CH OE 2 OOD Sea sey uty eaeeieys ebatin ops emer eee banca cere 1,943 20,096 25753 21,189 
Term bank loans 
Prime plus '/2% due in 1981 (U.S. $176,000) ........... - 208,000 - ~ 
ie ACUetOn 964) (Ur S15 1G,000) s, aaa aon arten ea sets oak - 21,830 - — 
ee TOUeNOUUGs 4.5: 900,000)» nee era en 4 - 70,800 — - 
rime OlUS: (406 CUC{IO 19BQ co a cites Se ees gies - 6,516 ~ 6,516 
PrimMepuscavedue to 1984.20 joy ose eee me 2 - - 7,069 57,246 
Non-interest bearing to 16% notes, mortgages and 
debentures due to 1998 (including U.S. $19,103) ..... 5,004 28,594 8,840 15,395 
Capital lease obligations 
51/2% to 6'/4% revenue bonds due to 1999 (U.S. $28,250) - 33,335 - - 
4% to 15% building and equipment leases due 
fon 996 (including. U.S.930,022)\5 co ae eee nee 7,619 45,125 564 Shey 
45,392 729,427 25,976 262,521 
Ue EON ON came abiatums ceca a usa ne @ict mes, oe Oe He Meiels - 45,392 ~ 25,976 
MOOCIO MU CCU Lau pateatn aise cies ah, cuba tare nen Peat ear $45,392 $684,035 $25,976 $236,545 


All debentures except the 6'/2% convertible 
debentures due in 1988 are secured by a floating 
charge on the assets of the company. 


Trust indentures pertaining to the debentures contain 
restrictive covenants covering the issuance of 
additional long-term debt and the payment of 
dividends. 


First mortgage bonds in the amount of $9,500,000 
were called for redemption during the fourth quarter 
of 1979. 
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Included in term bank loans is a U.S. $60,000,000 
facility with interest based on the London Inter-Bank 
Offered Rate plus '/4% to 9/4% dependent on the term 
selected. Under the terms of this loan, the company 
may repay all or any part without penalty and redraw 
up to the maximum. At December 31, 1979, U.S. 
$30,000,000 of short-term borrowings have been 
classified as term bank loans pursuant to this facility. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


Capitalized leases include municipal revenue bonds 
on lease-option facilities of a subsidiary which require 
lease payments equal to bond servicing and 
redemption requirements. 


At December 31, 1979, sinking fund debentures in the 
principal amount of $49,800,000 and term bank loans 
in the principal amount of $23,600,000, assumed on 
the acquisition of Flintkote, have been consolidated 
after deducting $7,300,000 of interest imputed ata 
rate of 11%. 


The following payments are required in the next five 
years for long-term debt installment, sinking fund and 
purchase fund provisions and capital lease obligations: 


11. Capital Stock and Contributed Surplus 


A 
<m> 


W 


Long-term Debt 


Capital 
Debt Leases 
(thousands of dollars) 
1980 Ge eee ae ree or aA TOTES $913:558 
198 12 ae er eer ee Pl TiPke. 12,741 
1982 reer ree eta 49,965 11,046 
TO BG ee a ree i eae 32,919 9,966 
19 B47 seer os ee eee 51,043 9,835 
Subsequent years’ 
lGaSe PAayIMeh tS at cee ee 63,568 
Totallease payments: 5>.. 2. 15....acee 120,714 
Imputed interest = ee eer ee 42,254 
Present value of minimum 
leaSe DaVMeniS ee eee $78,460 


All data reflects the two-for-one common share 
splitin 1979. 


Authorized 


5,000,000 preferred shares — without nominal or par 
value issuable in series of which 457,978 are 
designated as Series A $1.10 cumulative convertible; 
1,205,970 are designated as Series B $1.20 
non-cumulative convertible; and 1,726,476 are 
designated as Series D $1.50 cumulative convertible, 
all of which carry voting rights and are redeemable 
from $22 to $24 each subject to various conditions. 


Issued and Fully Paid 


Preferred shares — Series A 
— Series B 
— Series D 

Second preferred shares — 
Series SP-79 (U.S. $2,754) 


Series A second preferred shares 
(U.S. $100,000) 


Common shares are shown after deducting 1,612,302 
shares at their issue price of $7.50 per share, which 
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20,000,000 second preferred shares— without nominal 
or par value issuable in series of which 1,000,000 are 
designated as Series A redeemable cumulative 
non-voting and non-convertible of the stated value of 
U.S. $100 each; 439,181 are designated as Series B 
redeemable cumulative voting and convertible of the 
stated value of $24.40 each; and 525,700 are 
designated as Series SP-79 non-cumulative voting 
convertible of the stated value of U.S. $5.25 each. 


Common shares — an unlimited number without 
nominal or par value. 


1979 1978 
Shares Amount Shares Amount 
(thousands) 

2 50 Wf 143 
229 4,581 294 5,884 
39 778 Cis 4,264 
525 meee i -- 
795 $ 8,631 514 $ 10,291 
1,000 $120,000 1,000 $120,000 
27,380 177,869 26,832 WN Grey Oper 
— 8,200 — 8,169 
27,380 $186,069 26,832 $180,196 


were received as a result of previous shareholdings in 
companies acquired. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


TAN 
a 


The details of the changes in shares issued during the year are as follows: 


Preferred 
BC noley Cal aerators irate ee wey ce oes ays a> uel aT 
Issued in the year — 
Series SP-79 at U.S. $5.25 
At $22.50 in exchange for shares, options and 
warrants of an amalgamated subsidiary 


Converted to common shares 


End of year 


Series A second preferred 


Common 

Beginning of year 

Issued in the year — 
At $10.00 on the conversion of preferred shares 
At $4.89 to $23.60 under the stock purchase plan and on 
the exercise of options and warrants 


End of year 


The following shares are reserved for issuance: 
Preferred 

146,000 Series D pursuant to the conversion of 
options and warrants granted by an amalgamated 
subsidiary. 


Series B Second Preferred 
439,181 Series B second preferred shares. In January 
1980, these shares were issued at $24.40 each in 


Common 

At $10.00 for the conversion of preferred shares 
At $4.89 to $21.37 for the exercise of options 
At U.S. $16.00 for the conversion of debentures 
At U.S. $17.67 for the conversion of Series SP-79 second 


preferred shares 


At $24.40 for the conversion of Series B second preferred shares 


Stock Option Plan 

Options have been granted whereby common shares 
may be purchased by employees at a price equal to 
90% of market on the granting date. At both December 
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1979 1978 
(thousands of shares) 

ER ANOS Aree Tp GEN Seen OR 514 656 

pre eRe Rie ia Pes Mee tetas 525 _ 
re GaSe tee MEE LD eG et 13 98 
1,052 754 
A ge eee (257) (240) 

eter peat arnt PENT Gh ren ae ee 795 514 
Ne hess BREN Yt nara RS i — 1,000 
Pidiae dae se We Seen phage Ra a 26,832 25,754 
cer ORIN TARP SN oo ra oll a 513 480 
Fe So ane eee neal a ee 35 598 
1 oreo he Nop a eee ae aR 27,380 26,832 


exchange for all outstanding shares of U.S. Rubber 
Reclaiming Co., Inc. These shares bear a cumulative 
annual dividend of U.S. $1.68, are redeemable at U.S. 
$25.00 and are each convertible into nine-tenths of a 
Genstar common share. 


1979 1978 


(thousands of shares) 


cris eM Sect MRE Seat ore ae 833 1,342 
aie eat or aes, Ge eeepc 104 96 
emaad Ae ee ere nate cy tert 900 900 
ed era Te Ve er Se eae 156 - 
Peer Wats ah eaciett tae 395 = 

2,388 2,338 


31, 1979 and 1978 options, at prices from $4.89 to 
$21.37, for approximately 100,000 common shares 
were held by employees, the majority of whom were 
also officers or directors. 


VAN 
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(Continued) V/ 
1969 Stock Purchase Plan 1979 Stock Purchase Plan 

Under the terms of the 1969 Stock Purchase Plan, Under the terms of the 1979 Stock Purchase Plan 
trustees have purchased, at approximately 99% of trustees hold 524,500 Series SP-79 second preferred 
market, and hold 449,500 common shares for the shares of which 491,100 are for the benefit of 

benefit of employees who are directors or officers and employees who are directors or officers and 33,400 
210,950 common shares for the benefit of other for the benefit of other employees. 

SARIN The participants pay for the shares over a period of ten 
The participants pay for the common shares over a years together with interest currently set at 6% per 
period of seven years together with interest calculated annum. The shares are held as security by the trustees 
at 5% per annum. The shares are held as security by until full payment has been received. 


the trustees until full payment has been received. 


12. Series A Redeemable Second Preferred Shares 


1,000,000 Series A second preferred shares were 31, 1980 and 1981, respectively, and at par value 
issued at U.S. $100 each in 1978 and bear cumulative thereafter. At the option of the holder, the company will 
variable-rate dividends based primarily on the London repurchase, at par, a maximum of 330,000 shares on 
Inter-Bank Offered Rate. As at December 31, 1979 each of November 1, 1986 and 1987 and any balance 
and 1978, the dividend rates were 9.15% and 6.53% outstanding on November 1, 1988. 


respectively. These shares are redeemable at U.S. 
$103 and U.S. $102 during the years ended October 


13. Series C Redeemable Second Preferred Shares 


In February 1980, the company issued to the public in 1% of the shares then outstanding per quarter. The net 
Canada 3,000,000 Series C second preferred shares proceeds of the issue of approximately $91,000,000 
at $31.50 each bearing a cumulative annual dividend were applied to reduce bank borrowings incurred 

of $2.35 each. Each share is convertible into one pursuant to the acquisition of Flintkote and for other 
common share until June 30, 1990, after which the corporate purposes. 


company will make all reasonable efforts to purchase 


Assuming that these shares had been issued on January 1, 1979 and the proceeds used to reduce bank borrowings 
having an average cost of 13%, the pro-forma effect on net income per share would have been as follows: 


Year ended 
December 31, 1979 
Actual Pro-forma 
Net income per common share 
Canadian method ~ DaSiC® Sasii is BAR AS Be ge ae eee eee ee eee $ 4.21 § 4.19 
~ fully diluted a8) ON ie Se ees i seen ete ce eit 3.96 Gorge 
United States method=primiary 2.520). ae een ae 4.16 3.96 
fly CHUteG? oi Pe sas eee tate eee are ie ote ane erne 3.98 3.81 
14. Deferred Revenue 
Deferred revenue results from the contribution of land of limestone deposits. Income is recognized as sales 
to a partnership and the sale of the future production are made to third parties. 
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15. Income Taxes 


The components of the provision for income taxes are as follows: 


1979 1978 
(thousands of dollars) 
Current 
eve Ye Nieto! tele NRE ay castedes Go ae ae A A I ere Oa Se a ee nay ek 26,500 18,800 
71 EA ROMULUS Elias aire sn aeRO OR a Ae Lee te OR AO ah I A 8,500 8,800 
STAVEEEYS ES MUST eV alo Wa) ately. Maes ance ed eager ee Re ee tO ce Re 8,000 12,700 
$ 43,000 $ 40,300 
Deferred 
See icicle C Cle Callmme tuner ian enters th len at esti dor ae tan tate atl, Seana uy heigl, ued ett 13,700 14,300 
Sete LONITAC elle pen pert a his Puc ct hers eh Lye nT ae ba meee te ett, 0 bees BORN Be 5,500 4,900 
IOC tcl (eseclICl sO Le lalteeene rece Sle leat oy alt seis 2) «asta, VIET nce Ree aE Oe cg aa 1,400 7,500 
$ 20,600 $ 26,700 
The sources of long-term differences between income for financial statement and for income tax purposes are as 
follows: 
1979 1978 
(thousands of dollars) 
Brees oUcpreciolon Olax DUIPOSCS<. a5 cau. + mnie Utne mad eekly ee ae ee ele, 13,700 19,300 
Hvestmentcahis UnreallZzedjOritax DUIPOSES ©. ssc: ths seo nwa she secs Oa ee ees 300 5,900 
Poon olland income defefred for tax PurpOSeS '..... is... be ona ee ee cise ee een 4,700 - 
ic eee ne echt) oily i'n Ale BPALE EL ae ere HI ace eee __ 1,900 1,500 
$ 20,600 $ 26,700 
A reconciliation of the company's effective income tax rates is as follows: 
1979 1978 
Canadian and United States federal income tax rates .......... 0.0.0.0... eee 46.0% 46.0% 
Canadian tax incentives for manufacturing and processing..............-.....0005. (3.2) (3.0) 
FLovincianinecome.taxes; net of federal abatement... 05 5 sa... ocean wae ~ ee 2.9 4.1 
Pecrccuralc. oncapltal dainssand other income 22. fac. .s25.- ere oe genes oes (1.4) (O30) 
Inter-unit interest income taxed at reduced rateS .......... 0... cece eee (8.1) (2.5) 
Non-taxable foreign losses (income) and equity netincome ....................... (2.5) o2 
Bi IONE XG HANG IOSSES (GAINS anus ate woken od Vhca Gem minea a fokean oVcnt cee caste hEerenel peur Senet (1.4) lad 
LIC eR I eee eye ar og a hc aie Aug ate Wyeast mr stc ima ieee ne 47, 155 
BEES HMINIC ONICHA. Fall See ntere eo cseieh tes ccacet sua ve R0e mtn Bibs pies Geta ta Rte NR Hoe chee Meares 34.0% 45.1% 


No significant decrease in deferred income taxes 
payable is anticipated within the next three years. 
Provisions have not been made for income taxes on 
undistributed income of foreign subsidiaries as such 


income is being reinvested in foreign operations. balance. 
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As at December 31, 1979, this undistributed income 
amounted to $125,000,000 which, if repatriated, would 
result in a 5% withholding tax on approximately 
one-half of the income and 46% income tax on the 
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16. Net Income per Common Share 


The weighted average number of shares used in calculating net income per common share is as follows: 


Basic and Primary 
Weighted average common shares 


Shares pertaining to stock options, warrants, convertible 
preferred shares and debt 3 go suse ee 


Fully diluted 
Weighted average common shares 
Shares pertaining to 
—conversion of debt 


—conversion of preferred shares-) 85 raw eae 


— options and warrants 


Share amounts reflect the two-for-one common share 
split in 1979. 


Basic and primary income per common share have 
been calculated after reducing net income by 
$393,000 in 1979 and $717,000 in 1978, being the 
dividends on Series A, B, and D preferred shares, and 
$8,469,000 in 1979 and $1,313,000 in 1978 on Series 
A second preferred shares. 


17. Additional Information 


Canadian United States 

1979 1978 1979 1978 
(thousands of shares) 

27,274 26,376 27,274 26,376 
= = 356 120 
27,274 26,376 27,630 26,496 
27,274 26,376 27,274 26,376 
900 76 900 76 
685 1,114 679 1,114 
412 524 203 168 
29,271 28,090 29,056 27,734 


Net income used in determining fully diluted income 
per common share has been increased by $468,000 in 
1979 and $39,000 in 1978 being the after tax effect of 
interest on debt assumed to be converted. Net income 
was further increased for purposes of calculating 
Canadian fully diluted income per common share by 
$332,000 in 1979 and $244,000 in 1978 to give effect 
to an imputed return of five percent on funds which 
would have been available on the exercise of options 
and warrants. 


Retirement Plans 

Retirement plans exist under which employees are 
eligible to participate after varying years of 
employment and are eligible for benefits at varying 
ages. Contributions to plans for salaried and hourly 
employees charged to income were $4,000,000 in 
1979 and $3,000,000 in 1978, including prior service 
costs. During the periods, Flintkote charged 
$8,200,000 and $6,400,000 to income and contributed 
$2,600,000 and $1,900,000 to various joint industry 
and union administered pension plans. An unfunded 
liability of approximately $5,000,000 at December 31, 
1979 is being funded and charged to income over 
periods up to fifteen years. In addition, an unfunded 
prior service liability of approximately $25,000,000 
existed at December 31, 1979, in Flintkote plans and is 
being funded in accordance with the provisions of the 
Employee Retirement liicome Security Act of 1974 or 
other applicable law. 


Reclassification of Comparative Figures 
Certain 1978 amounts have been reclassified to 
conform with 1979 presentation. 
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Capitalized Interest Costs 

Interest costs on specific debt associated with the 
holding and development of long-term land are 
capitalized in order to achieve a better matching of 
costs and revenues. Had these interest costs been 
expensed as incurred, net income for 1979 and 1978 
would have been reduced by approximately 
$1,300,000 and $900,000 respectively. 


Commitments and Contingent Liabilities 

Outstanding commitments relating to the construction 
of plants and the purchase of equipment amount to 
approximately $12,000,000 at December 31, 1979. In 
addition, the cost to complete major capital projects in 
process is approximately $110,000,000. 


Foreign Exchange 

Included in selling, general and administrative 
expenses is an unrealized foreign exchange 
translation gain of $7,500,000 in 1979 and a loss of 
$3,400,000 in 1978. 
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Litigation 

The company and its subsidiaries are parties to 
routine claims and suits brought against them in the 
ordinary course of business. In the opinion of man- 
agement, all such matters are adequately covered 
by insurance or, if not so covered, the results are not 
expected to materially affect the company’s financial 
position. 


A subsidiary and certain other manufacturers and 
sellers of polyurethane foam are parties defendant in 
civil Suits pending in United States federal and state 
courts in Arizona, and is one of several defendants ina 
case pending in state court in California, brought by 
plaintiffs to recover for property damage allegedly 
caused by polyurethane foam installations. Based 
upon the investigation made to date of the facts and 
legal issues involved, it is the opinion of the counsel! 
engaged to represent the subsidiary that the subsidiary 
has meritorious defenses to them. Depending upon 
various circumstances, some or all of the damages, if 
any are ultimately awarded, would be covered by 
insurance. 


18. Replacement Cost Information 


The impact of the rate of inflation experienced in 
recent years has resulted in replacement costs of 
inventories and productive capacity that are 
significantly greater than the historical costs of such 
assets reported in the company’s financial statements. 
Concurrently, technological improvements and design 
changes have generally increased the productivity of 
asset additions. 


2h] 
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The subsidiary has also been named as defendant, 
along with numerous other defendants, ina number of 
actions commenced in United States federal courts in 
various states by plaintiffs purporting to represent 
various groups alleging that the Portland Cement 
Association and its members have violated the anti- 
trust laws by engaging in a conspiracy to fix, stabilize 
and maintain the price of cement. No specific amount 
of money damages is claimed. These actions, most of 
which have been remanded to the District of Arizona, 
are only in a preliminary stage. Management denies 
the allegations. Based upon investigation of the 
allegations to date counsel engaged to represent the 
subsidiary in these actions believes that the position of 
management is sound and counsel is of the opinion 
that the subsidiary has meritorious defenses to the 
claims. The subsidiary intends to defend the actions 
vigorously. 


The company's annual report on Form 10-K as 
required by the Securities and Exchange Commission, 
which is available upon request, contains information 
with respect to the December 31, 1979 and 1978 
replacement cost of inventories, development land 
and fixed assets, together with the approximate effect 
which replacement cost would have on cost of sales 
and services and depreciation expense for the years 
then ended. 
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19. Summarized Quarterly Financial Data (Unaudited) 


Summarized quarterly financial data is as follows: 


Three Months Ended 


Year Ended 


March 31 June 30 September 30 December 31 December 31 
(thousands of dollars) 
1979— 
REVeNUCS i 5 eee ote oer er en ae $i 231,923 759. 287,305 $2938 15370 G4 306,870 15 24-501 
GroSS Drolitzezien asorrer cee et ere eee 76,145 91,927 113,698 126,672 408,442 
Net Incomes ata a or ie eae eee 16,186 28,163 35,324 43,953 123,626 
Net income per common share 
+—BaSIC:. S35 5-3 a ee ae eee eee $ OPS 2 arb 0.96 §$ e225 0 516 4.21 
= PYUIMAN ice ae eae ace tee renee ey 0.95 21 1.48 4.16 
Market price (The Toronto Stock Exchange) 
eam (0 eres or antes 28 iin eee far tects, $ 20 8/285 24,63 $ PTS aD 26:8 7255 Chas 
= LOW: 25 cB ks eo 18.38 19.82 22:20 20:37 18.38 
Trading Volume ss trac ened te eerie eee Woe es OO mint Or 9300) 1,483;507=— 1,636,676, #6,825.303 
Three Months Ended Yearended 
March 31 June 30 September 30 December 31 December 31 
(thousands of dollars) 
1978- 
Revenues 35 28 bseae ee ee eae $184 987e Se-280:007 3S 2310/27) pb escOh os mee paaj04e 
Gross profiteikow sed ee ee 61,689 79,628 96,101 127,570 364,988 
Net inCOMEGs eee so. hk as ae ee ee 9,469 19,865 22,415 29,859 81,608 
Net income per common share 
—BaSics. sank wile ee Gee $ 0365-5 On7 5d 0.84 §$ LOTS 3.02 
= PHiMMry assis easy cts oe oe 0.36 he) 0.83 1.06 3.00 
Market price (The Toronto Stock Exchange) 
= HIQK ci bea cre 2 oo Cg a saeco $ 14.00 $ 15.44°°$ 16.82 §$ 19.00 $ 19.00 
LOW 3 hi See, cate os ean eee 12.82 13.00 14.50 16.25 12.82 
Trading: VOIUIMG hss. 5 aac 1,080,850 1,396,682 1,398,506 1,927,496 5,803,534 
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AUDITORS’ REPORT TO THE SHAREHOLDERS 


COOPERS & LYBRAND 
CHARTERED ACCOUNTANTS 


We have examined the consolidated financial state- 
ments including the results by industrial category of 
GENSTAR LIMITED and subsidiaries as at December 
31, 1979 and 1978 as set forth on pages 30 through 52 
of this report. We have also examined the results by 
industrial category for the years from 1975 to 1977 
included on pages 30 to 33. Our examination was 
made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the 
accounting records and such other auditing proce- 
dures as we considered necessary in the circumstan- 
ces. 


In our opinion, these consolidated financial state- 
ments present fairly the financial position of 
GENSTAR LIMITED and subsidiaries as at December 
31, 1979 and 1978 and the results of their operations 
and the changes in their financial position for the years 
then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 
Also, in our opinion, the results by industrial category 
referred to above are presented fairly in conformity 
with generally accepted accounting principles applied 
on aconsistent basis. 


Qeoprrss Lyra 


Chartered Accountants 


Montreal, Canada 
February 25, 1980 
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Genstar Materials Limited 
Vancouver, British Columbia 


N. D. MacRitchie 
President 


Ocean Construction Supplies 
Limited 
Vancouver, British Columbia 


J. T. Arnold 
President 


Consolidated Concrete Limited 
Edmonton, Alberta 
Calgary, Alberta 


K. G. Evans 
President 


R. C. Kruger 
Vice President (Southern Region) 


H.E. Sim 

General Manager (Northern Region) 
Redi-Mix Limited 

Regina, Saskatchewan 


H. F. Ward 
President 


DIVISIONS AND SUBSIDIARIES 


BUILDING MATERIALS 


Building Products and Concrete 


Supply 
Winnipeg, Manitoba 


R. D. Rosenblat 
President 


Con-Force Products Limited 
Calgary, Alberta 


A. W. Falk 
President 


Con-Force Costain Concrete Tie 
Company Limited 

Edmonton, Alberta 

J. G. White 


Vice President and 
General Manager 


Genstar Conservation Systems 
Inc. 
San Francisco, California 


J.L. Crawley 
Executive Vice President 


Gas Recovery Systems Inc. 
Pasadena, California 


R. T. Mandeville 
President 


U.S. Rubber Reclaiming 


Company, Inc. 
Vicksburg, Mississippi 


B. R. Wendrow 
President 


Rubber Recycling Division 
Phoenix, Arizona 

F.G. Smith 

President 

Truroc Gypsum Products Limited 
Edmonton, Alberta 


G. R. Thompson 
President 


HOUSING AND LAND DEVELOPMENT 


Genstar Development Company 
Surrey, British Columbia 


V.S. G. Lewis 
President 


Genstar Eastern Development 
Company 
Toronto, Ontario 


M. H. Rogers 
President 


Genstar Western Development 
Company 
Calgary, Alberta 


L. Cosman 
President 


Genstar Properties Limited 
Calgary, Alberta 

C.D. Wilson 

President 

Engineered Homes Limited 
Calgary, Alberta 


G.L. Magnussen 
President 


Keith Construction Company 
Limited 
Calgary, Alberta 


L. H. Frodsham 
President 


Genstar Housing Components 
Limited 
Calgary, Alberta 


L. Luini 
President 


Genstar Commercial Development 
Company 
Toronto, Ontario 


C.D. Smith 
President 


Genstar Commercial Development 
(Western) Company 
Calgary, Alberta 


J. E. Whitaker 
President 
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Genstar Properties 
La Jolla, California 


F. D. Dembinsky 
President 


Penasquitos Properties 
San Diego, California 


N. D. Gascon 
President 


Genstar Southern Development 


Corporation 
Miami, Florida 


M. B. McAfee 
President 


Genstar Development, Inc. 
Cascade Division 
Vancouver, Washington 


G. D. Carlson 
General Manager 


Genstar Texas Development 
Company 
Houston, Texas 


J. E. Carr, Ill 
General Manager 


Broadmoor Development Company 
Laguna Hills, California 


L. R. Lizotte 
President 


Broadmoor Homes 
Irvine, California 


B. Smith, Jr. 

President 

Broadmoor Homes Northern 
Dublin, California 


R. B. Menard 
President 


Genstar Homes of Texas, Inc. 
Houston, Texas 


J. Thompson 

Executive Vice President 
Sutter Hill Limited 
Palo Alto, California 


M. D. Couch 
President 


CEMENT 


Inland Cement Industries Limited 
Edmonton, Alberta 

Vancouver, British Columbia 

Regina, Saskatchewan 

Winnipeg, Manitoba 


R. D. MacLean 
President 


Genstar Construction Services 
Limited 
Edmonton, Alberta 


B. Amos 
Executive Vice President 


B-A Construction Limited 
Winnipeg, Manitoba 


W.D. Kufflick 
Vice President 


Standard General Construction 
Limited 

Calgary, Alberta 

Edmonton, Alberta 

Vancouver, British Columbia 


A. J. Flood 
W. E. Gardiner 
Vice Presidents 


CONSTRUCTION 


Genstar Construction Limited 
Engineering & Industrial Division 
Winnipeg, Manitoba 


D.S. Duncan 
President 


B.A.C.M. Construction Company 
Limited 
Winnipeg, Manitoba 


H. B. McLenaghan 
President 


Genstar Construction, Inc. 
Bellevue, Washington 


J. W. Taylor 
Vice President 


Construction Romir Inc. 
Laval, Quebec 


B. N. Baranyai 
President 


Genstar Construction Limited 
International Division 
Toronto, Ontario 


W. M. Bateman 
President 


Genstar Projects (Middle East) 
Limited 

Hamilton, Bermuda 

Toronto, Ontario 


J. E. Searle 
Senior Vice President 


MARINE 


Genstar Marine Limited 
North Vancouver, British Columbia 


J.S. Byrn 

President 

Seaspan International Limited 
North Vancouver, British Columbia 


A. M. Fowlis 
President 


Vancouver Shipyards Company 
Limited 
North Vancouver, British Columbia 


W. R. Monkman 
President 


Leh) 


McAllister Towing & Salvage 
Limited 
Montreal, Quebec 


D. G. McAllister 
President 


Sutter Hill Ventures 


FINANCIAL SERVICES 


First American Title Guaranty 


Atlas Thrift of Nevada 


Palo Alto, California Company Reno, Nevada 
W. H. Draper Ill Oakland, California C. R. Maraden 
P.M. Wythes W. B. Morrish President 
D. L. Anderson President 
G. L. Baker, Jr. Rental Electronics, Inc. 
General Partners Atlas Thrift Company Palo Alto, California 
San Jose, California ' 
Genstar Pacific Investments Me Bi aoa 
San Francisco, California H. R. Carlson ee 
Chairman 
D. R. Blanchard Western Mortgage Corporation 
President Los Angeles, California 
E.H. Plaga 
President 
INVESTMENTS 
Genstar Chemical Limited Energy Sciences & Consultants, Nutrite Inc. 


Montreal, Quebec 


R. A. Parkes 
President 


Inc. 
Biwabik, Minnesota 


C.H. Grant 
President 


Montreal, Quebec 


J. Bellisle 
Vice President and General Manager 


The Flintkote Company 
Stamford, Connecticut 


J.D. Moran 
Chairman and Chief Executive 
Officer 


M. C. Carpenter 
President and Chief Operating 
Officer 


Flintkote Cement Company 
Stamford, Connecticut 


Calaveras Cement Division 
San Francisco, California 


Glens Falls Cement Division 
Glens Falls, New York 


Kosmos Cement Division 
Louisville, Kentucky 


J.J. Graham 
President 


FLINTKOTE 


Building Materials Manufacturing Flintkote Lime Products Company 


Division 
Irving, Texas 


J.C. Harkness 
Vice President and General Manager 


Building Materials Marketing 
Division 

Irving, Texas 

R. L. Murray 

Vice President and General Manager 


Flintkote Supply Company 
Irving, Texas 


J. M. Shedden 
Vice President and General Manager 


Flooring Division 
Irving, Texas 


J.C. Murphy 
Vice President and General Manager 
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Monterey Park, California 


J.C. MacDonald 
Vice President and General Manager 


Flintkote Stone Products Company 
Hunt Valley, Maryland 


J. A. West 
President 


The Flintkote Company of Canada 
Limited 

Etobicoke, Ontario 

G. C. Edwards 


Executive Vice President and 
General Manager 


King Paving and Materials Division 
Oakville, Ontario 


M. D. Boyd 
Executive Vice President 
and General Manager 


CORPORATE INFORMATION 


Counsel: Ogilvy, Montgomery, Renault, Clarke, 
Kirkpatrick, Hannon & Howard, Montreal, Canada 


Shearman & Sterling, New York, U.S.A. 
Auditors: Coopers & Lybrand, Montreal, Canada 


Transfer Agents: Montreal Trust Company, Halifax, 
Saint John, Montreal, Toronto, Winnipeg, 
Edmonton, Calgary and Vancouver, Canada 


Morgan Guaranty Trust Company of New York, 
New York, U.S.A. 


Registrars: The Royal Trust Company, Saint John, 
Montreal, Toronto, Winnipeg, Edmonton, Calgary and 
Vancouver, Canada 


Citibank, N.A., New York, U.S.A. 


Stock Exchanges: (Symbol GST) 
Montreal, Toronto, Alberta and Vancouver Stock 
Exchanges in Canada 


New York Stock Exchange in the United States 
Brussels and Antwerp Bourses in Belgium 
Zurich, Geneva and Basel Exchanges in Switzerland 


Form 10-K 
Genstar Limited is incorporated under the laws of 
Canada. The company’s shares are traded on the New 
York Stock Exchange among others and the company 
files an annual report on Form 10-K with the Securities 
and Exchange Commission, Washington, D.C. This 
report is available free of charge to shareholders on 
request to the Public Relations Department of the 
company. 


Version Francaise 
Les actionnaires qui désirent recevoir ce rapport en 
francais sont priés de s’adresser au service des 
Relations Publiques de la Société. 
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HEAD OFFICE: 
Suite 4105 

One Place Ville Marie 
Montreal, Canada H3B 3R1 
Tel: (514) 879-1270 


EXECUTIVE OFFICES: 

Suite 2500 — 

Three Embarcadero Center 
San Francisco, California 94111 
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Tel: (415) 391-9515 


